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THE REAL POWER OF IMAGINATION. 





Imagination plays an important part in the affairs of 
men. It is more than the careless creation of fiction. By 
its means the engineer and architect conceive, as though 
already in fair completion, the work of their own brains. 
The artist in every sort of creative effort sees the finished 
product in his fancy, before the first step toward its ac- 
complishment is taken. 

In the moral world one cannot be wholly just without 
exercising imagination. Todo justice to both sides of a 
disputed matter we must suspend preconceived ideas and 
build in our own thought our opponent’s side—put our- 
selves, in fact, in the other man’s shoes. To do this we 
must make use of one of our best gifts—a reasonable and 
hopeful imagination. 
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What Is the Use... 


of saying ‘‘the best company "’ 
or ‘‘ the strongest company ”’ 
or ‘‘the largest company ’’ ? 


They are all these things. 
We say simply 


The Penn Mutual 
Life Insurance Company 


OF PHILADELPHIA. 
ORGANIZED 1847. 


That Tells the Whole Story. 











MASSACHUSETTS MUTUAL 


LIFE INSURANCE CO. OF 
SPRINGFIELD, MASS. 








FINANCIAL CONDITION. 
ASSETS, JAN. 1, 1905, - $37,071,298 
Liabilities, - - - 33,770,675 
SURPLUS, - = = 3,300,623 


JOHN A. HALL, President. 
HENRY M. PHILLIPS, Vice-President. 
W. W. McCLENCH, 2nd Vice-President. 
W. H. SARGEANT, Secretary. 


BOSTOW | FRED C. SANBORN, . 
OFFICE 31 MILK STREET. _ 








Incorporated Und r the Laws of Massachusetts. 


The Columbian 
National Life Insurance 


Company 
«BOSTON, MASS. 
PERCY PARKER, President. 


FRANKLIN W. GANSE, 
Vice-President and Director of Agencies 


WILLIAM H. BROWN, Secretary. 





Inducements 
are 

Offered Intelligent 
and Reliable Men 


to enter the service of 


The Mutual Life 
INSURANCE COMPANY OF NEW YORK 


It is the largest and best Company in the world 
and the most satisfactory Company to represent 


Exceptional 


Applications may be sent to 


GEORGE T. DEXTER 


Superintendent of Domestic Agents 
32 Nassau Street New York City 





PHENIX 


INSORANCE 
COMPANY 


OF BROOKLYN, N. Y. 


Has removed to its New Office, 
No. 68 WILLIAM ST.,, 
New York. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMPANY 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men. 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 





“#The Leading Fire Insurance Company of America” 


=z 


Witt. B. CLARK, President. 
W. H. KING, Secretary. 


A.C. ADAMS, C. J. IRVIN 
HENRY E. REES. A.N. WILLIAM&, 
Assistant Secretaries. 





THE METROPOLITAN 
LIFE INSURANCE Co. 


(Incorporated by the State of New York) 
The Leading Industrial Insurance Company in America.” 


Pays over Three Hundred and Ninety-one Death Claims Daily. 
Insurance in Force of over $1,470,000,000 


Purnanent, Profitable, and Progressive Employment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 

lete knowledge of the details of the business by 

iligent study and practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position inthe field. Itis within his certain 
reach The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City. 
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Study and Compare Results as shown in the 


only strictly analytical publication compiled. 











Brown Book of Life Insurance Economies 





Better than Ever. More Essential than Ever. 
One hundred pages of figures which have a meaning of their own. 
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ORDER NOW: Ready for Delivery 
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JOHN M. PATTISON, 
INSURANCE COMPANY 


GOVERNOR-ELECT 


LIFE 
CRATIC 


UNION CENTRAL 
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STRONGLY INTRENCHED IN TH 
STATE IN CONGRESS. AS AN 
HAVE MADE HIM RESPECTED 
CONTRIBUTED IMMENSELY TX 
‘* INQUIRER ”’: 


PATTISON TURNED A REPUBLIC 
DEMOCRATIC 
SELECTED A MAN 
REPUBLICAN MACHINES SO 
ALREADY ABLY SERVED HIS 
DEPENDENCE AND INTEGRITY 
MR. PATTISON’S PERSONALITY 
FOLLOWING FROM THE CINCINNATI 


MR. 


TO A OF 


1905. 


OF ro THE 


NO) OBSTACL 
THAT THE 
ON 

BEF 


‘S HE CONCEALED NOTHING, HESITATED AT 
WITH HIS FRANKNESS AND PLAIN HONESTY 
MENTS AND ALL. HE CONCENTRATED ATTENTION 
LUMBER CARTED AWAY. THERE, PERHAPS, NEVER 
PENDENT CRUSADE.’’ 

WILL SERVE THE 
AS A PRIVATE 
IDENTIFIED. 


PATTISON 
WHICH, 


GOVERNOR OF OHIO 
NOT OF INSURANCE, 


MR. 
WITH 


AS 
AND 





OF 
OF 


THE 


INDEPENDENT 
LARGE 


E 


PRESIDENT, 


INSURANCE 


AND 
») THE 


E, AND 
Y TOOK 
THE 
ORE 


INTERESTS OF 


CITIZEN, 


RE 


ADMIRED 
VICTORY 


SO CHARMED 
HIM, PROHIBITION SENTI- 
FIGHT 
WAS SO SPLENDID 


AL 


HE 





CINCINNATI, 
OHIO. 


113,000 FOR GOVERNOR HERRICK IN 
DEMOCRATS 
VOTE 
CITIES. 
OFFICIAL 
EVERYWHERE. 


HAS 


IS 


THE WHOLE 








AND DEMO- 


1903 
HAVE ) 
THE 


COULD NOT 
AND SMASH 
PATTISON HAS 
MANLY IN- 
THAT 
THE 


MR. 
HIS 


ATTESTED BY 


THE VOTERS 


HAD THE 
AN INDE- 


AND 


PEOPLE 
HERETOFORE BEEN 






































Journal of Insurance Economics 
SEVENTH YEAR. 








Vol. 14. NOVEMBER, 1905. No. }. 








SEPARATION AS NOW ENFORCED IN THE WESTERN FIELD. 


OT satisfied with the success of the separation program as originally 

N adopted, the Western Union has extended its scope to induce more 

general acceptance by local agents. For this purpose it has offered to 

pay back commissions to local agents clearing their offices of non-union com- 

panies within a specified time, and has also adopted a rule providing for com- 

petitive rates enabling agents unionizing to protect themselves against rate 
cutting by non-union companies which they resign. 

It is evident that the Western Union, having placed itself upon the ex- 
treme separation platform, is determined to carry the proposition to the 
utmost limit, and if possible to put every agent in its territory upon a union 
basis. The old charge of the Western Union was that non-union companies in 
mixed agencies were buying the business of union companies by high commis- 
sions. Now the Western Union companies are buying the local agents away 
from their non-union connections, in other words, inducing them to separate 
by the offer of monetary gains. 

This may be justified on the plea that the way to meet the devil is with 
his own fire, but we do not believe this underwriting policy can permanently 
prevail. In fact, we think that agents who allow themselves to accept separ- 
ation solely for the increased commissions offered, will not permanently benefit 
their own interests. 

Western Union companies paying a uniform commission have a sound 
argument against being in the same agency with companies not likewise re- 
stricted, but the method which the Union has adopted to bring about this 
result is quite un-American. Separation is now being used, not to protect 
Western Union companies against. high commissions, but to drive out all non- 
union companies from profitable agency connections, whether they pay excess 
commissions or not. 

The test of an agent’s right, from the standpoint of the Western Union, to 
represent a non-union company, is not whether that company is paying excess 
commissions, but whether or not it is a member of the Western Union. 

This looks like ‘‘labor union methods’’ of the extremest type. It is not 
only the ‘‘closed shop,’’ but it is ‘“‘boycotting’’ accompanied by a pecuniary 
temptation offered for the parpose of injuring the business of rival companies. 
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FOLKS’S ATTITUDE FORCES NASHVILLE ADVANCE BY SCHEDULE. 


Insurance Commissioner Folk’s op- 
position to advanced rates in Tennes- 
see has resulted in an outcome of the 
utmost benefit to insurance interests. 
A year ago it became known to Com- 
missioner Folk that the Western 
Union intended to advance rates on 
account of bad experience in Tennes- 
see. He requested the companies to 
suspend action pending an investiga- 
tion of the situation, and a special 
committee of the legislature was ap- 
pointed for the, purpose. This com- 
mittee looked into the matter very 
carefully and stated in its findings 
that business as a whole had not 
been profitable to the companies. On 
the matter of rating it recommended 
that the companies should be permit- 
ted to prepare rate schedules, classify 
fire experience and make inspections, 
but should not be allowed to penalize 
for deviations from the rates recom- 
mended. 

The recommendations of the com- 
mittee were not acceptable to the leg- 
islature and an anti-compact bill was 
passed containing, however, a stipula- 
tion that local agents could engage in 
rate making under the following con- 
ditions: 

That this act shall not be so construed as to 
prohibit the formation of associations of local 
fire insurance agents in any city, town or county 
in this state for the purpose of minimizing ex- 
penses by the employment of joint inspectors 
or experts for preparing rating schedules and 
designating improvements with a view to the 
reduction of the cost of insurance, provided that 
all rates which may be suggested through such 
associations shall be advisory only and not bind- 
ing on any member thereof. 

Soon after the passage of the law 
the Nashville agents’ board adopted a 
flat advance of 25 per cent. in rates 
for that city. Commissioner Folk op- 
posed this action and forbade the local 
agents to collect the advance on pen- 
alty of prosecution, claiming that the 
rates had been increased at the re- 
quest of the companies. 

Companies began to withdraw from 


Nashville because they could not se- 
cure the rates necessary to cover the 
hazard. The agents were unable to 
place the insurance applied for by 
property-owners, and the latter be- 
came aroused to the situation and ap- 
pealed to Commissioner Folk for re- 
lief. He modified his position suffi- 
ciently to allow the Nashville board 
to apply a new schedule to individual 
risks and the ‘‘Dean’’ schedule was 
selected for this purpose. 

The rates applied under the Dean 
schedule are higher than the old 
rates, but instead of a flat advance 
covering all risks alike, there is a dif- 
ferentiation in the charges according to 
the actual hazard of individual risks. 

This certainly is as it should be. 
Flat advances are not justifiable ex- 
cept under the most extreme circum- 
stances. Readjustment by schedule 
is eminently profitable. In fact, it is 
the only scientific way of treatment. 
The fact that as an outcome of this 
controversy between the companies 
and Commissioner Folk the former 
have been compelled to adopt the 
schedule method of readjustment 
rather than that of the flat advance is 
certainly to be applauded. 

We venture to say that an intelli- 
gent use of schedules and an equaliza- 
tion of premium charges will do more 
to modify the antagonistic attitude of 
legislatures towards fire insurance 
than any other single act which fire 
insurance men can perform. We re- 
call the following comment in the 
Journal made at the time Commis- 
sioner Folk inaugurated his investi- 
gation: 


The situation in Tennessee is typical of the 
country over. Far-sighted underwriters are 
constantly urging and hoping that the equaliza- 
tion so much needed will occur. Unless this 
happens they foresee before long the necessity 
for another uneconomic flit advance carrying 
in its train inevitable demoralization and a 
recurrence of those conditions from which 
fire insurance should long since have been 
delivered. 
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SHALL CO-INSURANCE ON HOUSEHOLD FURNITURE STAND? 





A Reply TO “ UNDERWRITER.” 


Editor of the Journal: 

In your September issue there ap- 
peared an article proposing the adop- 
tion of co-insurance on household 
furniture. Ir your October issue 
there isa criticism of this article by 
‘‘Underwriter,’’ and some of the state- 
ments therein, in my opinion, need 
correction. 

‘‘Underwriter’’ claims that co-insur- 
ance is now more generally used and 
enforced than at any previous time 
and he contends that ‘‘common equity 
justifies its use.’’ 

Does the writer of the criticism in- 
tend to say that it is common equity 
to require the assured to suffer in 
every loss which may occur to his 
property, while he is paying a pre- 
mium to the company with which he 
is expected to co-operate to protect 


him in a fixed sum against such 


calamity? 

The argument in the Septemer issue 
is not that the low rate under which 
the co-insurance policy may be writ- 
ten ought to be maintained; but it is 
contended that to make the assured 
liable, under certain conditions in the 
event of every loss, is an injustice to 
him and that the remedy for the in- 
justice is to abolish the use of co-in- 
surance and fix arate of premium, 
which, in every instance of fire will 
be sufficient to meet a total loss under 
the policies. In such contingency the 
company would have received an ade- 
quate -premium and if the assured 
shall have taken out an insufficient 
line, he would suffer only from his 
own negligence. 

Every underwriter knows that such 
rates can be readily and accurately 
determined, and I believe it will not 
be denied that the assured would in 
every instance prefer to pay the 
higher rate of premium rather than 
submit to the consequences of co-in- 
surance. 

Again the injustice of co-insurance 


is apparent when it is appreciated 
that the value of the subject protected 
by insurance often materially varies 
during the life of the policy; such 
variations not being within the con- 
tol of the assured—say stocks of the 
merchant or the manufacturer—which 
contention, if true, at once and clearly 
disposes of the argument that the 
rates are based upon the assumption 
that the assured will carry a fair pro- 
portion of insurance to value upon 
his property. 

It is freely conceded that the co- 
insurance clauses are inverted—es- 
pecially in the household contracts—to 
counteract the taking out insurance 
upon too small a proportion of value 
to meet the rate of pemium. Yet con- 
sider the case cited by the critic: 
‘“‘which occurred something over a 
year ago, where $50,000 insurance was 
carried upon household effects, and the 
fire did $125,000 damage’’—the proof 
of loss showing a sound value of 
$1,500,000—total loss was paid by the 
companies—whereas had tbe 80 per 
cent. co-insurance clause been in- 
serted, the loss to the companies would 
have been in the neighborhood of 
$4,200.’’ This is true, and we will add 
that to the assured the loss would have 
been $45,800 out of the $50,000 for 
which be had paid premium to the 
company—quite independent of the 
loss sustained by him outside of the 
insurance. 

Would that contract have been less 
or more equitable if the companies 
had collected a sufficient premium to 
meet a total loss under the policies, 
and would not the assured have pre- 
ferred such contract, and would such 
contract have been one of injustice to 
the companies? Furthermore, still fol- 
lowing the case in question—if the 80 
per cent. clause had formed a portion 
of the contract, it would have become 
necessary at the time of the fire for 
the assured to schedule, showing 
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sound value, every article protected 
by the policies, in order to ascertain 
the sum of the 80 per cent. of value. 
Imagine the scheduling in detail of 
property in value $1,500,000 of the na- 
ture and variety which is covered un- 
der a household policy — ‘‘full form.”’ 
It would be simply impracticable. 
From experience in the adjustment 
of fire loss under these clauses, I do 
not believe that more than one claim- 
ant out of one hundred understands 
their terms and conditions—upntil the 
loss occurs—and then, naturally, his 
temper gives way. I was recently 
standing at the city counter of a 
prominent insurance company, when 
I heard a clerk say toan applicant 
for insurance, ‘‘You just read that 
over again, and then you will under- 
stand it.’’ I wanted to say to the 
clerk, Why do not you tell this appli- 
cant that he must take out insurance 
up to 80 per cent. of the sound value 
of the property to be insured; for 


should he not doso, inthe event of 
loss he must bear a portion of it— 
such portion as the difference between 
the amount of his insurance and 80 
per cent. of the value may bear to 
such 80 per cent. of value. With such 
explanation we believe it is hardly to 
be doubted, as the critic asserts— 
‘“‘that the general insuring public will 
speedily adjust itself to the condi- 
tions’’—we will add—by declining to 
accept such terms in the contract. 

Did the critic ever adjust a claim for 
loss upon household furniture? If so, 
his experience must have been quite 
unusual, if he can with candor assert, 
that he found no trouble on the part 
of the assured in the fixing of value 
after a loss. 

No—the co-insurance clause has not 
come to stay, and the writer predicts 
its early total abolition—with wonder 
that it could have so long prevailed, 
being inimical to the principles of 
sound underwriting. Adjuster. 





PRACTICAL TRAINING IN FIRE INSURANCE INSPECTION. 








How the New York Exchange Instructs and Qualifies Its New Workers. Manager 
Henry E. Hess Describes the Plan and the Results. 








Experience having developed that 
perhaps a dozen changes occurred in 
the personnel of the Exchange force 
every year by reason of men leaving 
us for other positions; and that on 
each occasion a new man had to be 
taken into the office and trained for 
our work; it was suggested that twelve 
men be taken on, all at one time, and 
that they be taught and trained asa 
class, the instruction to be given by 
the several heads of our office depart- 
ments. This proposition being sub- 
mitted to, and approved by the execu- 
tive committee, correspondence was 
entered intoin June last with a num- 
ber of men who were about to grad- 
uate from college that month. Out of 
some thirty-five, twelve were finally 
selected, and two men already em- 
ployed in our office were at their own 
request added. 


Daily instruction was given from 
that time on, the mornings being de- 
voted to theoretical work, and the af- 
ternoons to practical illustratiuns by 
means of visits to buildings in course 
of construction. Owing to the large 
number of such buildings in this field 
the instructors were able to select a 
new risk each day, chosing such as 
would most strikingly illustrate the 
morning’s lessons. Thus beginning 
with the foundation stones the class 
was taught the name, appearance, and 
purpose of every structural element in 
a building, as well as those architect- 
ural features which contribute to the 
safety, or danger, of buildings as 
viewed from a fire insurance stand- 
point. During July, August and Sep- 
tember the class visited 650 different 
buildings, located in Manhattan, 
Brooklyn and Jersey City. Tests of 
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fireproof construction conducted by 
Professor Ira H. Woolson were wit- 
nessed at Columbia University; and 
visits were made to the Brooklyn lum- 
ber yards,where the men were made 
familiar with every kind of wood used 
in building operations. . 

Instruction was given by members 
of our office in: 

Fire insuranve surveying, including diagrams, 
lighting, heating, power, exposures, etc.; proper 
writing up of surveys and reports; rating by 
exchange mercantile schedule; rating by general 
bazard schedules examinations and general su- 
pervision of the work; outside inspections. 

The works used as text books were: 
Riley’s ‘‘Building Construction for Be- 
ginners’’; Baker’s ‘Treatise on Ma- 
sonry Construction”’ ; Kidder’s ‘‘Build- 
ing Construction and Superintend- 
ence,’’2 vols. ; Moore’s ‘‘Fire Insurance 
and How to Build’’; The Tenement 
House Act; Building Code of Greater 
New York; Woodbury’s ‘‘Fire Protec- 
tion of Mills’’; Crosby & Fiske’s‘‘ Hand 
Book of Fire Protection for Improved 
Risks’’; ‘‘Slow Burning or Mill Con- 
struction’’ Insurance Engineering 
Experiment Station; Standards of the 
National Board; Reports of the Na- 
tional Fire Protection Asociation ; and 
Catalogue of the Insurance Library 
Association of Boston, for special ar- 
ticles and references. 

In addition to the regularclass work, 
special lectures were given during the 
summer upon the topics named below: 

‘Fire Insurance”; “Surveying”; ‘*Adjust- 
ment of Losses”; ‘*Electrical Hazards”; *‘Auto- 
maticjSprinkler Protection”; ‘‘Fire Insurance 
as a Career for Young Men”; “Insurance in Its 
Various Branches”; ‘““The Work of the N. Y. 
Fire Insurance Exchange.” 

As a’graduating thesis the last week 
of the class work was given to the in- 
spection of a city block, each member 


surveying a certain number of build 
ings therein, and all the surveys being 
carefully examined by the instructors 
for any deficiencies in matter or 
method. 

On the ist of October the members 
of the class were put at work as reg- 
ular members of our office force under 
an agreement signed by each that he 
wil} not quit our service for eighteen 
months to come, except with our con- 
sent, and that we shall then have the 
first consideration in case offers of 
other positions are made to them. 

The results of this class work con- 
sidered simply as a factor in our office 
system has been to produce men 
trained to uniformity of methods in 
inspecting and surveying and to a 
proper understanding of the require- 
ments of our building laws. Even if 
those results go no further they will 
be worth their cost to this office, but, 
it may safely be assumed that the men 
who have had the benefit of this train- 
ing will make better fire insurance 
men no matter what branch of the 
business they may finally adopt. At 
the same time the superior economy 
of training our men in this way over 
that of letting them ‘‘find out for 
themselves,’’ or of teaching them in- 
divdually as vacancies arise, makes 
the establishment of class training a 
good thing for this office, and one the 
benefits of which will increase from 
year to year as we develop and enlarge 
our course of study. Because even if 
we do not havea class composed of 
new men every year it is the man- 
ager’s hope that time may be found 
every Summer to take up some line of 
work at the hands of our regular force 
and follow it up in class form. 








COMMISSIONER HOST DECLARES FOR NATIONAL SUPERVISION. 








When we consider that the true 
object and purpose of supervision is 
to afford the best protection to the 
public with the least annoyance and 
expense to the companies transacting 
the business of insurance, it seems 


like carrying protection, annoyance 
and expense to an extreme in requir- 
ing such supervision in this country 
by fifty-two insurance departments, 
including Alaska, Porto Rico and 
Hawaii. 
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I am firmly of the opinion that there 
should be created a national depart- 
ment for the supervision of insurance. 
As to its scope, I think it should be 
given the following powers, to wit: 

1. The power to examine all foreign insur- 
ance companies transacting business in this 
country. 

2. The power tocarry all deposits of domestic 
and foreign insurance companies transacting 
business in more than one state in this country. 

3. The power to examine periodically all in 
surance companies transacting business in the 
United States outside of their home states, and 
forward certified copies of the reports of such 
examinations to the insurance departments of 
the states in which such companies are transact- 
ing business. 

4. The power to value annually the policies 
of all life insurance companies trausacting busi- 
ness outside of their home states, and furnish 
certificates of valuationtothe insurance depart- 
ments of the states in which such life insurance 
companies are transacting business. 

The most important things to be 
considered in supervising insurance 
companies, are: solvency, reserve 
necessary to maintain such solvency, 
investments, and to see that the laws 
are properly complied with. As to 
the matter of taxation—so unjust in 
its present methods—it will take time, 
no little time, before the matter is 
equitably adjusted. 

With an impartial experienced exec- 
utive and intelligent assistants com- 
prising the personnel of a national 
department of insurance, I believe 
that national supervision would aid 
in more quickly bringing about cer- 
tain needed reforms in the great busi- 
ness of insurance, because of its 
extensive applicability,and the several 
state insurance departments could 
then be clothed with limited super- 
vision. 

However, the first step to bring 
about national.supervision of insur- 
ance, should come from some other 
source than from solely the officials 
of insurance companies. I would sug- 
gest the plan of having a conference 
between two United States senators, 
two congressmen, two representatives 
each of life, casualty and fire insur- 


ance companies and fraternal] socie- 
ties, and five insurance commissioners 
from divergent parts of the United 
States. In my opinion, these con- 
ferees could draft a bill creating a 
national department of insurance 
which would be entirely satisfactory 
to all concerned. 





WHEN IS COMPROMISE JUSTIFIABLE? 
[From the “ Outlook.’’] 


How much compromise is admissable, if any, 
in the administration of governmental affairs, 
and also of business affairs? Can a man, taking 
conditions as he finds them, succeed without 
compromise? 

We can give to this question no categorical 
reply. We can only indicate a principle to be 
applied in its solution, and indicate some of its 
applications. The principle is this: Never com- 
promise as to the end to be secured; generally 
be ready to compromise as to the means to be 
employed. 

The object of industry is service. This ought 
to be the end equally whether the worker is a 
preacher, a school-teacher, a doctor, or a rail- 
road president. 

The object of a railroad president ought not to 
be to make money for either himself or his 
stockholders; it ought to be to serve the commun- 
ity. To dothis he must make the railroad pay, 
but paying is the means, the service of the public 
is the end. If he cannot carry on the railroad, 
cannot continue to administer it as a highway, 
cannot get the money necessary to carry freight 
and passengers, without meeting the rebates of 
his competitors by giving rebates himself, it 
may be legitimate to do so. Whether it is 
legitimate or not depends upon circumstances; 
and one of those circumstances, and perhaps the 
most important, is the true answer to this ques- 
tion: Is the granting of rebates necessary to the 
continued successful administration of the road? 

This is not saying that ‘‘ the end justifies the 
means.” It is not saying that we may employ 
any means to accomplish a righteous end. It is 
saying that the question, What means may 
rightfully be employed to accomplish a rightful 
end? is one on which compromise is often nec- 
essary and legitimate, while on the question, 
What is 2 rightful end? compromise is generally, 
if not always, illegitimate. 

We repeat that we can give no categorical re 
ply to the question of our correspondent. It 
presents itself in an infinity of forms, and no one 
principle will answer them all. But this prin- 
ciple may help to answer many of them as they 
arrive: Compromise as to the means to be em- 
ployed; be uncompromising as to the ends to be 
sought. 
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PUBLICITY A FACTOR IN FIRE INSURANCE EDUCATION. 





Use of Newspapers to Influence and Guide Public Opinion. 





C. M. CARTWRIGHT BEFORE THE FIRE UNDERWRITERS’ ASSOCIATION OF THE NORTHWEST. 


I want to deal with the subject: of 
publicity from two aspects. First, the 
relationship of insurance companies 
and men to the trade insurance press, 
and secondly, their relationship to 
the secular papers. 

I will briefly discuss the relation- 
ship of companies and underwriters 
to the insurance newspaper men. 
Even in my brief experience there has 
been a noticeable change and improve- 
ment in this direction. I can readily 
recall the time in attending meetings 
of legislative organizations when the 
press was counted an interloper and a 
spy. No information of any kind was 
furnished in an official way and news- 
paper men were left to grope in the 
dark and secure such items of interest 
as they could get in a clandestine 
way. This experience was most 
humiliating, especially when a news- 
paper man found at these meetings 
his friends taking every precaution 
not to be seen talking with him. A 
distressing odium attached to any 
man who was discovered conversing 
with a representative of the press. In 
this way articles were published in 
newspapers that were undoubtedly 
distorted and incorrect. This was a 
false relationship and the important 
factors at these meetings finally dis- 
covered that there was a much fairer, 
more dignified and safer plan in deal- 
ing with newspaper men. 

Some years ago the Chicago Onder- 
writers’ Association followed this plan 
of secrecy, its officers refusing to fur- 
nish any information. The newspaper 
men, therefore, resorted to their wits 
in securing the main features of meet- 
ings. This resulted in matter being 
published which caused much embar- 
rassment and undoubtedly thwarted 
many plans that were under discus- 
sion. A young man was finally elected 
to the presidency of the association 





who had liberal views and he decided 
to deal with the newspaper men on a 
different basis. He called them to- 
gether, stating that he appreciated 
the value of the newspapers, their in- 
fluence and their ability to secure in- 
formation. He knew that it was im- 
possible to suppress the publishing of 
information so long as special men 
were detailed in the task of securing 
it. He therefore made a reciprocity 
treaty with the newspaper men,agree- 
ing to tell them everything that trans- 
pired and then discussing with them 
what might be published and what 
not. 

This is the only proper method in 
my mind to deal with representatives 
of the insurance press. 

If I were conducting a field organi- 
zation or any legislative body, I would 
simply go to the responsible heads of 
these insurance newspapers or insur- 
ance editors of the daily papers, or 
the insurance news correspondents 
that covered the field and secure a 
personal relationship that would be 
mutually beneficial. I would say to 
those men that the organizations and 
insurance men recognize the value of 
these papers, their influence, and ac- 
knowledge the fact that they are able 
to secure as much information as they 
desire. However, I would say that it 
would only be fair if the insurance 
men furnished information and thus 
saved the newspaper men considerable 
trouble if the latter would agree to 
withhold such information as would 
not be politic to publish. Whenever 
confidence is violated then it is time 
to sever all friendly relationships. 

Coming to the second point, viz: 
the relationship of the companies and 
underwriters to the secular press, I 
appreciate the fact that this is all im- 
portant. You at once enter a domain 
that is entirely different from dealing 
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with the trade newspaper men. You 
now have to deal with newspaper men 
who have but little knowledge of the 
operations of insurance companies. 
Almost all of them are prejudiced. 
They look upon insurance as being 
conducted by a gigantic trust that is 
aiming to take every advantage of the 
public. 

It is a well-known fact that the 
public, juries and courts are replete 
with prejudice against insurance com- 
panies. Itisa very difficult thing to 
find a jury in these days that will 
treat fairly with the insurance com- 
panies. This same narrowness of view 
and deep-seated prejudice exists in 
legislative halls. Hostile laws are 
passed that hamper the natural work- 
ings of the insurance companies. 
Most of these measures are directly 
opposed to the public interest. 

In my opinion this limited vision 
and prejudice are the results of an 
erroneous policy that has been fol- 
lowed by the fire insurance compa- 
nies. Publicity is given in papers to 
lawsuits, disagreements with the as- 
sured and loss claimants, the move- 
ments of companies in increasing 
rates and requiring improvements. 
These features of fire insurance in 
which ostensibly the companies seek 
to antagonize the public have received 
the attention of papers and writers 
throughout the entire country. The 
fire insurance companies have been in 
retirement, so to speak, so far as al- 
lowing the benefits of their business 
to be known. 

It is but natural to suppose that 
when the public only hears of con- 
tested losses, increases in rates or the 
use of clauses that seem to be for the 
benefit of the companies alone that a 
wide-spread prejudice and an erro- 
neous opinion of fire insurance com- 
panies have been created. 

The companies have taken no meas- 
ures to modify these opinions. Thus 
at every legislature there are passed 
laws inimical to your business. You 
are involved in lawsuits and receive 
unjust verdicts. Many of the judges 


themselves are unable to look upon 
insurance litigation with a fair mind. 
Your case is prejudiced before hand. 

The little effort that has been made 
in the way of enlightening the public 
by the fire insurance companies has 
proven advantageous and yet it has 
been carried on in a very crude way 
by underwriters whose attention is al- 
most whoily occupied with their busi- 
ness. They are not newspaper men. 
They do not appreciate the methods 
employed in securing the good will of 
newspapers nor do they understand 
the various plans and schemes em- 
ployed to have articles published. 
The newspaper business and publicity 
go hand in hand and constitute a 
business by themselves. They require 
carefully trained men as do the insur- 
ance companies. There are but few 
underwriters actively engaged in 
their business that can give any at- 
tention to the work of publicity. 

I believe the time has come when 
the insurance companies should come 
out of retirement and seclusion be- 
cause this is an age of publicity and 
the great interests of the country 
recognize it. It will not be possible to 
eliminate all the prejudice and nar- 
rowness that exist. It will not be 
possible to enlighten every man who 
holds false views as to insurance but 
certainly much can be accomplished 
in the way of minimizing this lack of 
intelligence concerning the operation 
of insurance companies. 

The railroads have recognized the 
desirability of having the public en- 
lightened regarding many of their 
transactions and in this city have a 
press bureau in charge of one of the 
most brilliant and talented newspaper 
men ci the country,Slason Thompson. 
Through this bureau and its various 
ramifications matters of an educational 
nature are constantly going out per- 
taining to the railroad companies with 
a view of having the public take a 
more liberal view regarding the re- 
lationship of the railroads to the cit- 
izens of the country. This bureau is 
not conducted by a railroad man who 
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knows nothing about the newspaper 
business but it is managed by a prac- 
tical newspaper man who has been 
seasoned with experience and is ac- 
quainted with newspaper work from 
top to bottom. 

In my opinion, a similar bureau 
should be conducted by the fire insur- 
ance companies. The time has arrived 
when the companies should attempt 
to dispel the antagonism against them. 
Life is too short for any business to 
be constantly presenting its angulari- 
ties to the public. The fight for 
supremacy is a long one and in my 
judgment the insurance companies 
have conducted their contest along in- 
correct lines. 

Fighting the public is not the way 
to win its graces. The public must be 
educated and enlightened. A publicity 
bureau for fire insurance in charge of 
a newspaper man of proper experience 
and attainments will be able to ac- 
complish much. Through the medium 
of the companies, special agents, in- 
spection bureaus, adjusters, local 
agents and other factors that enter 
into your work he will be able to keep 
in touch with the situation in various 
states and when the public can be 
reached through the newspapers he 
will be on the ground. He will bein a 
position to create a demand for the 
matter he will furnish because it will 
be of public interest. 

We have had examples recently 
where insurance companies have de- 
creased rates. The public has not 
heard of it. If they had increased 
rates the action would have received 
wide publicity. The idea of the pub- 
licity bureau, therefore, is to take ad- 
vantage of all opportunities afforded 
to get information along educational 
lines furnished to the public. The 
manager of the publicity bureau 
should be on the ground in any large 
city where an important movement 
is in progress. He should be in touch 
with the newspaper men and enlighten 
them as to what the companies’ plans 
are to co-operate with the public. 
There are a thousand different ways 


in which the publicity bureau can 
reach the public through the medium 
of newspapers. Again, the publicity 
bureau should furnish the various 
companies for the use of their agents 
literature to be distributed to policy- 
holders, telling the value of fire insur- 
ance and its necessity to credit and 
the various features concerning its 
transactions. Thus it is possible to 
reach every policyholder through the 
local agent. 

You will find that when local agents 
have a line of defense, if the public is 
atagonizing the insurance companies, 
they will use these arguments to 
advantage. The trouble with the local 
agents in this regard is that they are 
not sufficiently informed themselves 
to defend the actions of companies. A 
local agent is not anxious to see his 
income reduced. If he has a plausible 
and defensible argument to present to 
the assured he will employ it. Again, 
he can have influence with his local 
newspapers and the publicity bureau 
can operate through him. 

Such a bureau could be conducted 
by the companies at a comparatively 
low expense. It can readily be seen 
that if the public mind is disabused 
of many of its false notions, if prej- 
udice is reduced, it will be a great 
boon to the companies. I have but 
touched the surface in making this 
suggestion, merely desiring to leave 
with you a thought that I believe if 
carried out will redound to the benefit 
of your business. 


THE PRESS. 


The Independent Press: 
the shortcomings of others. 

The Yellow Press: When it shows up our 
own. 


When it shows up 





UNANIMOUSLY ADOPTED. 


Editor of the Journal: You may feel some- 
what complimented when I say that after care- 
ful consideration, this agency has decided that 
your paper is one of the very best that come to 
our office; and our decision to subscribe for it 
was practically unanimous among the five mem- 
bers composing our agency. 

Minneapolis Insurance Agency, 
James P. Thomson, 
Vice-President. 
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DOES IT PAY PROPERTY-OWNERS TO BUILD FIREPROOF. 


F. V. JOHNSON IN “INSURANCE ENGINEERING.” 


No practical architect, engineer, or 
builder doubts the wisdom of erecting 
the very best fire-resisting structures 
for our modern cities,and I believe the 
intelligent investor and banker, being 
directly interested in the permanency 
of buildings as financial security for 
loans, must discriminate in favor of 
structures built in the most sustantial 
munner of non-combustible materials 
—there is every reason why he should 
do so. A fire loss does not cease when 
the insurance companies have settled 
—far from it, for the loss of tenants 
during the reconstruction and the 
deficiency between the value of the 
burned structure and the amount paid 
by the insurance companies, must per- 
force fall upon the owner or mort- 
gagee, thus entailing great loss of 
time and money. 

It is one of the most important 
economic questions of the age. How 
are we to minimize the frightful an- 
nual loss, both in life and property 
entailed upon the community, by fire 
losses? Only last week in New York 
City, President John H. Washburn of 
the National Board of Fire Under writ- 
ers stated that the fire losses for the 
year 1904 aggregated $229,198,050, 
greater than any other year in the 
history of the board, not excepting 
the years 1872 and ’73, when the great 
Chicago and Boston fires swelled the 
total. In the course of his remarks, 
President Washburn advised the con- 
vention to secure the adoption of a 
code ‘‘governing the construction of 
buildings.’’ This seems to indicate 
serious alarm among underwriters 
and should react to the benefit of the 
community. Most surely will this be 
the case if the underwriters earnestly 
inaugurate drastic reforms in the 


methods of rating fire risks and pro- 
tect the owners of non-combustible 
structures with rates properly pro- 
portioned to the fire resisting value of 
the risk, as compared with the cheap 
wooden structures. 


I have been in the business of fire- 
proof construction of buildings since 
the year 1877 and am familiar toa 
greater or less extent with the various 
systems of fireproofing that have been 
employed during these past years. I 
remember how difficult it was away 
back in the 80’s to interest architects 
or owners in the subject of fireproof 
construction. It is also a fact that 
during these years the fire insurance 
interests were uniformly lukewarm 
towards any system of fireproofing, 
evidencing this by refusing to make 
rates sufficiently low to encourage the 
non-combustible methods of building, 
the ethics of good insurance practice 
seeming to be in favor of lower rates 
on buildings equipped with prevention 
devices, but discouraging the erection 
of buildings constructed on fire-resist- 
ing principles. Notwithstanding com- 
mercial conditions of this nature, the 
demand for fireproof structures has 
been steadily on the increase, and it 
is gratifying indeed to state that today 
fireproofing, as applied to the erection 
of buildings, has become a recognized 
necessity, and advocates of good sys- 
tems of non-combustible construction 
are given a hearing both by the insur- 
ance companies and the building pub- 
lic. 

The last few years have witnessed 
radical changes in the methods pur- 
sued by underwriters, and the result 
is that whereas in 1880 $5,000,000 
would cover the amount of money ex- 
pended throughout the entire United 
States in the erection of fireproof 
structures, I doubt whether $300,000, - 
000 overestimates the sum expended 
during the year 1904 in buildings con- 
structed fireproof. This certainly is 
an evidence of progress in the right 
direction, but the number of cheap, 
faultily constructed buildings that are 
daily being put up, and the recent 
very alarming statement made by 
President Washburn, must needs con- 
vince us all that radical steps must be 




















Journal of Insurance Economics. 





205 











taken in upholding the future Ameri- 
can cities, to minimize this tremendous 
annual fire bill. 

We are a rich nation today and pay 
the highest rates of wages of any 
country in the world. To the super- 
ficial thinker our resources appear to 
be unlimited, both in mineral, agricul- 
tural and commercial wealth, but 
surely this country, like all the other 
countries, must some day arrive at 
the point where economy and thrift 
and saving of vital forces of the na- 
tion will be essential to our perpetuity 
as a government. Architects know 
that the forests of this country 
have been so ruthlessly ctt down 
that a few decades at least will wit- 
ness the end of lumber as a building 
material. Within the last ten years, 
lumber has advanced nearly one hun- 
dred per cent. in value. It is still be- 
ing largely used in the construction of 
warehouses, factory buildings, apart- 
ments, summer hotels and dwellings. 
Is it not time to stop the waste and 
endeavor to inaugurate an era of high 
grade non-combustible building con- 
struction for every form of building, 
from the modest laborer’s cottage to 
the 30-story skyscraper? What reason 
is there against better building, ex- 
cept perhaps the first cost, but even 
upon this point I feel sure that a ma- 
jority of intending builders, if fully 
informed as to the comparative cost of 
non-combustible structures and fire- 
traps, would not hesitate to select the 
fireproof method, even though by do- 
ing so it should become necessary to 
economize some other portion of the 
structure to keep the price within 
bounds. 

The average man investing his 
money must perforce consult archi- 
tects before deciding upon the plans 
and details of a proposed enterprise, 
and their advice generally must have 
great weight on the structural units to 
be employed. I have always main- 
tained that the relation existing be- 
tween architect and client is one of 
the highest trusts, equal, I think, toa 
like relation between client and physi- 





cian, and for this reason the choice 
of structural materials should be 
carefully considered, to the end that 
the greatest final result may be ob- 
tained, not so much the appearance 


of the structure, but rather the 
strength, stability and fire-resisting 
qualities of the units entering into the 
whole. To do this, perchance, may 
involve cutting out some of the ar- 
tistic beauties in exterior and interior, 
but surely it is better that a building 
have a substantial frame, built of in- 
destructible materials, with a plain 
interior finish, than an elaborate and 
artistic marble and decorated interior, 
fastened to a base of combustible tim- 
bers, subject sooner or later to rot and 
decay. 

The majority of owners and many 
architects, who have not had time to 
familiarize themselves with recent 
methods of fireproof construction, 
have the idea, and it is altogether too 
prevalent that fireproofing isa luxury, 
not a necessity. I have before me 
statistics of comparative costs of fire- 
proof and non-fireproof constructions 
of various classes of buildings. A 
number of typical buildings are con- 
sidered in these statistics, and I be- 
lieve the facts will sustain me when I 
assert, that all things being equal 
with regard to character of finish, ex- 
terior design, etc., an ordinary 
building for mercantile purposes can 
be erected of the latest improved fire- 
proof methods for an additional ex- 
pense of not to exeed 10 per cent., and 
in many cases the difference will be 
less than 7 per cent. of the total cost of 
the structure, in excess of fire-trap 
methods. This means that on an ex- 
penditure of $100,000, a permanent 
time-enduring fireproof structure may 
be built at a cost of only $7,000 in ex- 
cess of the cost of the so-called slow- 
burning construction. 

When the saving of the insurance 
and the reliabilty of income is taken 
into consideration, it is apparent that 
the increased cost will pay a much 
higher rate of interest than any other 
pro rata portion of the investment. 
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UNIFORM AND INDIVIDUAL ADJUSTMENTS COMPARED. 





Economic Waste of Present Methods. 





WILLIs O. ROBB BEFORE THE PHILADELPHIA FIRE INSURANCE SOCIETY. 


The chief element of success in ad- 
justing losses is the personal force 
and quality of the adjuster. The best 
adjuster in Boston, or New York, or 
Philadelphia, or Chicago, or New 
Orleans, or San Francisco, is the ad- 
juster with the best all-round equip- 
ment of general ability and ‘‘striking 
weight’’—not necessarily the man best 
educated in the details of his work, 
though he is very likely to be that in 
addition. An adjuster deals not only 
with losses, and with the meaning of 
contracts of insurance against losses, 
but also with human beings—made up 
of all manner of racial and personal 
peculiarities, and encountered in all 
possible states of mind. And it is even 
more necessary that he should be an 
expert in this branch of his profession 
than that he should perfect himself 
in the other two. An adjuster is no 
adjuster at all, and never will be, un- 
less he is much more than an adjuster. 
In the best sense of the expression, he 
must be ‘‘above his work,’’ because 
he must also be below it and all 
around it—in fact greater than it in 
all directions. Just as the preacher 
must be better than his sermon, the 
advocate more persuasive than his 
argument, and the statesman wiser 
than his statutes,so must the adjuster 
abound in reserves of intelligence, of 
resourcefulness, of personal force, be- 
yond the needs of any of his adjust- 
ments. When he begins to be wholly 
engrossed in the technicalities of 
knowledge and procedure in which he 
deals, he ceases to be an artist and 
becomes a drudge. If he fails to recur 
constantly to general principles for 
the determination of his conduct in 
specific emergencies, he is allowing 
his individuality to become ‘‘subdued 
to what it works in.’’ What he needs, 
what we all need, in this and every 
other branch of the insurance busi- 





ness, and of every other business, is 
the thing Matthew Arnold used to 
plead for, ‘‘a free play of thought 
about our routine notions.”’ 

So much for men in loss adjust- 
ments. Now a few words about meth. 
ods. It is true, of course, that if insur- 
ance companies could always find 
men of the sort we have been describ- 
ing to handle their adjustments, they 
could afford to be almost indifferent 
to the question of methods. For such 
men could be trusted to make methods 
for themselves. But in the first place 
such men are very rare indeed, and in 
the second place one of the most seri- 
ous faults in method of which com- 
pany managers are guilty is in their 
method of using even the best of ad- 
justers when they are fortunate 
enough to find the best. And it is to 
that particular fault of method that I 
would now direct attention in the 
hope of pointing out a remedy there- 
for. 

It stands to reason—does it not?— 
that the very worst use you can make 
of a man of first-rate powers and 
talents is to put him in a position 
where he cannot properly bring those 
powers and talents to bear on the 
work you want him todo. Well, that 
is exactly the thing the companies do 
—not in absolutely every instance 
perhaps, but certainly in the long run 
and on the average—when they send 
ten or twsnty men to adjust a loss 
that only one or two can properly 
work on. And the more strong men 
there are in the group the worst the 
adjustment will te handled. Any two 
average men, orif the body averages 
high, probably the two least com-_ 
petent men in the ten or twenty would 
do that task better than all the ten or 
twenty can possibly do it together. 
The town-meeting methods of adjust- 
ing large losses, therefore, besides 
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overloading the expense account and 
swelling the loss ratio of the compa- 
nies, and discrediting the entire busi- 
ness of fire insurance with the public, 
tends both to waste and to hamper 
the none too abundant adjusting tal- 
ent available. From every point of 
view the practice, whether in its orig- 
inal or any of its modified forms, is 
deplorable. 

For reasons which I need not now 
stop to set forth, almost every fire in- 
surance company doing a widely dis- 
tributed business throughout the 
country issues a steadily decreasing 
percentage of policies on risks it in- 
sures alone; and, conversely, the aver- 
age number of companies involved in 
each fire loss is increasing, not de- 
creasing. How to handle joint adjust- 
ments is therefore a growing problem, 
not a vanishing one. 

Rights reserved to the companies 
by the terms of their contracts must 
often be jointly exercised if they are 
to be exercised at all. Such are the 
right to take the damaged property 
at its ascertained or appraised value, 
and the right of replacement. And, in 
practice the rights of appraisal and of 
subrogation, and the right to examine 
the claimant and his books of account, 
must often be jointly exercised or 
rendered intolerably harassing and 
obnoxious. 

All these considerations, as well as 
the desire to reduce expenses, long ago 
began to have weight with underwrit- 
ers, and to call into operation either 
temporary or permanent systems of 
handling joint adjustments for joint 
account. The ordinary first stage of 
this development is represented by 
the called meeting of managers, or 
agents, or adjusters, on the happening 
of aloss, and the appointment of a 
committee to make the adjustment. 
And to a large extent this method 
still obtains, both in the department- 
headquarters cities and in the field at 
large. It is, however, seriously defec- 
tive in several respects. It often 
compels a slow start where a swift 
one is all-important, or requires fre- 


quent references of doubtful points 
to the several companies for action, 
either in meeting or by correspond- 
ence; moreover, it provides no com- 
mon collection of adjustment results 
and data for future reference and 
guidance, and is wholly lacking in the 
element of authoritative and per- 
manent representation of underwrit- 
ing interests as a whole. 

The establishment of adjusting 
bureaus owned and controlled by com- 
panies or company managers, such as 
the Insurance Adjustment Company 
of Cincinnati (in operation from 1876 
to 1886) and the Western Adjustment 
& Inspection Company of Chicago, 
did something to reduce expenses and 
to broaden the scope of the operations 
which individual independent adjust- 
ers had long carried on with more or 
less advantage to the business. But 
this system is also defective in several 
of the points enumerated above, and 
it has provoked a good many hostilities 
that must limit its general usefulness. 

In New York City the growing dis- 
satisfaction with previous methods of 
taking care of joint adjustments re- 
sulted in the adoption by the Board 
of Fire Underwriters, three years ago, 
of a new by-law under which two 
years ago last May the Joss bureau of 
the board began operations. It is un- 
der the control of the committee on 
losses and adjustments, one of the 
regular standing committees of the 
board, which meets twice a month, or 
oftener if necessary. The actual work- 
ings of the loss bureau are in charge 
of the secretary of the committee (an 
adjuster and company loss depart- 
ment manager by training) who has a 
staff of eight or ten clerks. 

The rooms of the committee are on 
the same floor of the same building 
with the electrical and survey bureaus 
of the Board, the Fire Patrol, the Fire 
Insurance Exchange, and the National 
Board of Fire Underwriters. When 
any loss in the metropolitan district, 
involving more than three members 
of the Board, is reported to the office 
of the committee, either by the Fire 
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Patrol, or the broker placing the line, 
or any company or office interested, a 
correct list of insurance is obtained 
and one or more adjusters assigned to 
adjust the loss, all members interested 
being at once advised of this assign- 
ment. There are rather more than 
fifty ‘‘approved adjusters’? in New 
York, of whom just about half are 
salaried employees of their respective 
companies or offices, and the other 
half independent adjusters. Whether 
one or two or three adjusters are as- 
signed to a loss depends on the magni- 
tude of the loss, the number of sep- 
arate classes of property involved, 
and similar considerations. 

During the first two years the aver- 
age was about six for every five losses. 
The choice of men depends on the 
known preferences of offices with lead- 
ing interests in the loss, on the sup- 
posed fitness of particular adjusters 
for particular kinds of work, on the 
previous engagements of the men, etc. 
Any Board member, under the by- 
law, has the right, within twenty-four 
hours after receiving notice of an as- 
signment, to notify the committee in 
writing that he will attend to his own 
adjustment through a named ‘ap- 
proved” adjuster. Non-board offices, 
including Lloyds and similar organiza- 
tions, and Brooklyn and Jersey City 
agencies not reporting to or through 
Board members, are, when interested, 
also notified at once of all assignments, 
and asked to advise the committee 
whether they will leave their several 
interests in its hands. 

Last year, in about 1,250 adjust- 
ments in which it acted, involving 
over six million dollars of insurance 
loss, the committee represented 89.4 
per cent. of all the insurance involved, 
whether in Board or non-board com- 
panies. 

I do not believe there is any—cer- 
tainly there is no considerable differ- 
ence of opinion among members of 
the New York Board of Fire Under- 
writers as to the success of the Board’s 
attempt to take permanent control of 
this class of adjustments. The Board 


simply could not afford to dispense 
with it. It has sharply reduced both 
the actual expense of adjustments and 
the volume of the adjusted losses 
themselves, it has given the whole 
profession a more creditable and dig- 
nified attitude toward the public, it 
has powerfully tended to reduce fraud 
and corrupt practices, it has furnished 
a central source of statistical data and 
authoritative opinion on loss and ad- 
justment matters, it has increased the 
dignity and responsibility and there- 
fore the efficiency of the adjusters in 
charge of important adjustments, and 
generally toned up both the business 
of adjusting losses and the men who 
are engaged in it, in the city of New 
York. 

If the permanent and authoritative 
central control of adjustments were 
viewed merely as a luxury it would be 
well worth paying a good price for. 
To have this important branch of our 
business carried on decently and in 
order, with credit to the profession 
and satisfaction to the public, to de- 
velop and afford scope for a better 
grade of adjusting ability, to collect 
and render available loss statistics of 
all kinds—covering persons, occupa- 
tions and classes of risks—to facilitate 
the work of the public officials in 
keeping down the crimes of arson and 
the filing of fraudulent claims—this 
would justify us in spending some 
money, would it not? But in point of 
fact the system not only pays its own 
way but makes a marked saving both 
at the spigot and the bung—in expen- 
ses and in loss payments. I need not 
commend it—it cannot but commend 
itselfi—to your earnest and favorable 
consideration. 


foeforfoejorfoojoefoojonfoofonfoofoefoofooloefooloefoofors: 


FRIENDSHIP is 


Strength in weakness, 
Comfort in sorrow, 
Encouragement in effort, 
Guidance in darkness, 
Hope in despair, 
Praise without embarrassment, 
Rebuke without anger, 
Silence that has a voice, 
And Sympathy forever. 

John O. Norris. 
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ANOTHER OUTSIDE CRITIC ON LIFE INSURANCE REFORM. 





[The following address was delivered before the “‘Commercial Club” of Boston by Louis D. Bran- 


deis, counsel for the Equitable Policyholders Protective Committee. 


We commend a careful reading 


to all life insurance men, whether they agree with his point of view or not.] 


In spite of the large policies held by 
afew individuals, the life insurance 
of this country is in the main held by 
what we term “the people’’— that 
large class which every system of 
business and of government should 
seek to protect. 

Such is the direct interest of our 
people in the proper conduct of the 
life insurance business—the interest 
primarily of the home. Indirectly the 
life insurance business affects our in- 
dustrial and political life no 
vitally and with perhaps even more 
far-reaching effects. That influence 
results from the control which the 
largest life insurance companies exer- 
cise over our business and our politi- 
calinstitutions by means of the vast 
accumulation ina few hands of the 
assets held as insurance reserve, or 
for deferred dividends or surplus. 

We have in the United States many 
other great aggregations of assets: in 
manufacturing,mining and commerce, 
the Steel Trust, the Oil Trust, the Beef 
Trust; in transportation, the Northern 
Pacitic-Great Northern combination, 
the Pennsylvania system and the New 
York Central system. Even in combi- 
nations like these our people recognize 
a menace to our welfare and our insti- 
tutions. But between the vast combi- 
nations of capital in manufacturing or 
transportation and the accumulation 
of capital by the insurance companies 
there is this marked difference—the 
capital of the manufacturing, of the 
mining, and of the railroad companies 
isin the main permanently invested 
in lands, in buildings, machinery, in 
rails, bridges or equipment, or is re- 
quired for operating their properties. 
The capital of the life insurance com- 
panies, on the other hand, is mainly 
free capital. The great manufacturing 


less 


and transportation companies, great 
and powerful as they are, are directly 
dependent for their prosperity upon 
the prosperity of the country and the 
service which they render from day 
to day to the people. Furthermore 
they are constant borrowers. 

The situation of the life insurance 
companies is entirely different. Ex- 
cept in respect to the growth of their 
business, they are not dependent for 
their prosperity upon that of the 
country. Indeed they derive certain 
benetits in times of adversity. While 
the securities they already hold are 
not of a class to be imperilled, they 
can purchase new securities to better 
advantage. They are the creditors of 
our great industries, with all the 
power which that implies. 

Influence of the Great Companies. 

When such facts are considered, it 
becomes obvious why the financiers 
who control these great insurance com- 
panies with their huge quick capital 
exerise a preponderating influence 
upon the business of the country. The 
economic menace of past ages was the 
church—the dead hand, which gradu- 
ally acquired a large part of all avail- 
able lands. The greatest economic 
menace of today is a very live hand— 
these great insurance companies 
which are controlling so large a part 
of our quick capital. 

Such is the power which the Amer- 
ican people have entrusted to the 
managers of these large companies. 
How has it been exercised? Substan- 
tially like all irresponsible power 
since the beginning of the world; sel- 
fishly, dishonestly and in the long run 
inefficiently. The breaches of trust 
committed or permitted by men of 
high financial reputation, the disclos- 
ure of the payment of exorbitant sal- 
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aries and commissions, as to illegal 
participation in syndicate profits, the 
persistent perversion of sacred trust 
funds to political purposes, the co-op- 
eration of the large New York com- 
panies to control the legislatures of 
the country, these disclosures are in- 
deed distressing; but the practice of 
deliberate and persistent deception of 
the public which the testimony dis- 
closes, though less dramatic, is even 
more serious. 

But the management of these com- 
panies has been not only selfish and 
dishonest; it has also been singularly 
inefficient; and it is by this ineffi- 
ciency that the policyholders have 
actually suffered most. The losses of 
policyholders through exorbitant sal- 
aries and syndicate operations, though 
large in the aggregate, are small as 
compared with the loss from bad man- 
agement. The test of success in the 
life insurance business is of course to 
furnish insurance of absolute safety 
at the minimum cost. The size of a 
life insurance company is no evidence 
of sucess. In life insurance success is 
proved by a small pro rata expense 
account, a large percentage of return 
upon absolutely safe investments, and 
a small per cent. of lapsed and sur- 
rendered policies. 

Business Methods Subject to Criticism. 

Ihave referred specifically to only 
five of the ninety principal American 
legal reserve companies, five of which 
are closely allied with Wall street, 
which on Jan. 1, 1905, held 56.89 per 
cent. of the aggregate assets, and 
which during the year 1904 wrote 
67.42 per cent. of all the life insurance 
written by the ninety companies. Of 
the remaining eighty-five some are 
doubtless managed far less efficiently 
and quite as dishonestly as any of the 
leaders; many are, no doubt, man- 
aged with scrupulous honesty, and 
some with reasonable and compara- 
tively great economy ; but the methods 
of conducting the business, particu- 
larly of soliciting new business, 
adopted by the leaders, is to a greater 
or less extent,and perhaps necessarily, 


followed by the others at the present 
time. The existing evils are not to be 
explained by the presence in office of 
dishonest or selfish men. The causes 
which produce these rank abuses are 
general in their operation. The fla- 
grant dishonesty and selfishness of the 
managers of the three leading New 
York companies are the result, not 
the cause, of the abuses. Men of 
character may, for a time, protect 
other companies in large part from 
like abuses, but the main cause of the 
evils disclosed lies in the system, 
rather than in the men. 

It is obvious that the American 
people whose atttention has once been 
directed to these abuses will not suffer 
them to continue without some at- 
tempt at remedy. What are the 
remedies proposed? 

In order to get rid of the abuses, the 
measures to be applied must be radi- 
cal and comprehensive. The changes 
must be fundamental. They are, in 
my opinion, these: 

First. The recognition of the true 
nature of the life insurance business; 
namely, that its sole province is to 
manage temporarily with absolute 
safety and at a minimum cost the sav- 
ings of the people deposited to make 
appropriate provision in case of death, 
and that since its province is mainly 
to aid persons of small means—it 
should be conducted as a beneficent— 
not as a money-making institution. 

Second. The issuance of deferred 
dividend policies should be discontin- 
ued. The legitimate business of a life 
insurance company is to insure the 
life of the individual and to issue life 
annuities. It should not be used as an 
investment company or as a means of 
gambling on the misfortunes of 
others. The deferred dividend policy 
with its semi-tontine provision is open 
to these objections and to others. 

Agents’ Commissions Excessive. 

Third. Lavish payments for solici- 
tors’ and agents’ commissions and for 
advertising devices should be discon- 
tinued. Such practices,common among 
the promoters of mining enterprises 
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and of patents, have no place in the 
business of life insurance. Savings 
banks have no solicitors. The life in- 
suring habit is well established. The 
three million people in Massachusetts 
hold in the thirty-three legal reserve 
companies doing business in the com- 
monweatlh 1,337,795 life insurance 
policies and have only 1,766,614 de- 
posit accounts in our savings banks. 
The people of the whole United States 
hold one such policy for every four 
persons. Undoubtedly many a man 
has been led by the solicitor’s persis- 
tence and eloquence to make a thrifty 
provision for his family. No doubt 
also the savings bank deposits would 
be swelled by similar exhortation. 
But can such missionary work be jus- 
tified at an expense of 12 to 20 per 
cent. of all premiums paid, when the 
record of lapsed policies shows that 
the conversion to that thrift is but 
temporary? No one should be in- 
duced to take outa policy when the 
burden is greater than he can carry or 
if for other reasons it is not for his 
interest todo so. The intelligent agent 
with the knowledge and a recognition 
of the proper function of the life in- 
surance business, and receiving a 
modest compensation, has still an 
economic justification. Many a man 
needs the impetus to thrift, since wis- 
dom often lags far in the rear of intel- 
ligence but as the business is now 
conducted, money paid by the insured 
as a result of solicitation is in the 
main wasted. 

Fourth. The forfeiture of policies 
should be prohibited. Under the level 
premium system everyone pays each 
year more than is required for the 
protection of the single year. He 
pays something on account of future 
years. That something ought in every 
case to be preserved for the insured. 
The excuse offered by the companies 
for lapsing is tht great initial expense 
of writing insurance, and that arises 
mainly from the extravagant commis- 
sions paid to agents and for lavish ad- 
vertising. With the suggested change 
of method in soliciting, no extraordi- 


nary expense would be involved in 
writing insurance except the fee for 
medical examination, and that should 
be paid by the applicant as an initia- 
tion fee. The insured should know 
when he enters upon the investment 
what the initial cost is. 
Standard Policy Forms Demanded. 

Fifth. Standard forms of policy 
should be prescribed by law. This 
would go far toward preventing decep- 
tion. By simplifying and standardiz- 
ing the contracts, in connection with 
compulsory annual dividends, the in- 
sured would be enabled to compare re- 
sults in the several companies. Today 
such a comparison is practically im- 
possible. The Equitable has outstand- 
ing at least 224 different forms of 
policy; the New York Life 316; the 
Mutual Life 220. Standardizing pol- 
icies would also much reduce the work 
(and hence the expense) of the busi- 
ness. 

Sixth. The investment of the com- 
pany’s funds should be surrounded 
by safeguards similar to those adopted 
in the case of savings banks. This 
would secure safety. This would also 
go far in preventing the use of funds 
in speculative enterprises, or to ad- 
vance private interests, and greatly 
limit the possibility of the companies 
engaging in syndicate operations. In- 
vestment should not be made in the se- 
curities of corporations in which any 
executive officer or member of the in- 
vesting committee of the insurance 
company is interested. 

Seventh. Further to protect the 
funds of the companies and to pre- 
vent their being used directly or irdi- 
rectly to advance the private or other 
interests of officers, provision should 
be made to prohibit the executive offi- 
cers from engaging in any other busi- 
ness or holding office in any other 
corporations. Treasury safeguards 
should also be adopted to prevent pay- 
ments without properly authorized 
warrants. 

Eighth. Methods of accounting 
should be introduced which would 
compel the entry of all transactions 
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in a single prescribed set of books, 
and the submission to the directors 
at all meetings of reports showing in 
detail the condition and the opera- 
tions of the company. In such reports 
the cost of every department of the 
business and every kind of business 
transacted should be clearly deter- 
mined and disclosed, and likewise 
the condition, character, and result 
of each investment. Publicity as to 
the policyholders also is essential to 
insure the proper conduct of the busi- 
ness by officers and directors. 

Ninth. The board of dircetors must 
be composed of men who recognize 
the proper function of life insurance 
companies, and who, like the trustees 
of our savings banks, recognize the 
sacred trust involved in their control; 
men who are willing to give to the 
companies the time and attention re- 
quired for the proper performance of 
a director’s duty; men who having 
the sole responsibility for the man- 
agement of the society will not dele- 
gate to the executive officers or com- 
mittees powers which the board alone 
should exercise. 

Such comprehensive and fundamen- 
tal changes must be made if existing 
abuses are to be eradicated; but even 
they will not prove effective to pro- 
tect the insured and the community 
unless in addition: 

Size of the Company Should Be Limited. 

Tenth. A limit must be placed 
upon the size of the company. A com- 
pany may of course be too small to be 
an efficient and economical unit, but 
it is clearly in the interest of the in- 
sured that the company be not al- 
lowed to expand beyond the point of 
greatest efficiency. It is clearly in 
the interest of the whole people that 
it be not allowed to expand beyond 
the point of danger arising from con- 
centration of quick capital in the 
hands of a few individuals. The con- 
stitutional right to so limit the size of 
insurance companies is undisputed 

To eradicate abuses—to protect the 
community—it is essential that the in- 
suring unit be kept relatively small. 


You must limit the amount of pre- 
miums which it may receive, and the 
assets which it may hold—as well as 
the scope and methods of the business. 

These in general are the remedies 
which in my opinion must be adopted 
to avoid the abuses incident to the 
life insurance business as now con- 
ducted. 

What isthe alternative? Not the 
discontinuance or substantial reduc- 
tion of life insurance; for life insur- 
ance has become a prime necessity. 
Not the continuance of the present 
abuses; for the outraged and enlight- 
ened public opinion will no longer 
tolerate them. If our people cannot 
secure life insurance at a proper cost 
and through private agencies which 
deal fairly with them, and if they can- 
not procure it through private agen- 
cies except at the price of erecting fi- 
nancial monsters which dominate the 
business world and corrupt our poli- 
tical institutions, they will discard the 
private agency and resort to state in- 
surance. 

Danger of Government Insurance. 

Despite your or my protest, the ex- 
tension of government activity into 
fields now occupied by private busi- 
uess is urged on every side. Of all 
services which the community re- 
quires, there is none in which the 
state could more easily engage than 
that of insuring the lives of its citi- 
zens. Stripped of the mysteries with 
which it has been surrounded, and 
the misleading devices by which it has 
been permeated, the business of life 
insurance is one of extraordinary sim- 
plicity. To condnct it successfully re- 
quires neither energy nor initiative, 
and if pursued by the state does not 
even call for the exercise of any high 
degree of business judgment. The sole 
requisite would be honesty, accuracy 
and economy. 

In my opinion the extension of the 
functions of the state to life insur- 
ance is at the present time highly un- 
desirable. Our government does not 
yet grapple successfully with the 
duties which it has assumed, and 
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should not extend its operations at 
least until it does. But whatever 
and however strong our conviction 
against the extension of governmen- 
tal functions may be, we shall inevi- 
tably be swept farther towards so- 
cialism unless we can curb the ex- 
cesses of our financial magnates. The 
talk of the agitator alone does not ad- 
vance socialism a step; but the forma- 
tion of great trusts—the huge railroad 


consolidations—the insurance‘‘racers’”’ 
with the attendant rapacity or the 
dishonesty of their potent managers, 
and the frequent corruption of councils 
and legislatures is hastening up al- 
most irresistibly into socialistic meas- 
ures. The great captains of industry 
and of finance, who profess the great- 
est horror of the extension of goven- 
mental functions, are the chief makers 
of socialism. - 


CRITICISM OF MR. BRANDEIS’ FACTS AND CONCLUSIONS. 





By SAMUEL Davis, ASSOCIATE EDITOR OF THE ‘‘JOURNAL OF INSURANCE ECONOMICs.”’ 


When the publisher of the Eatans- 
will Gazette desired an article upon 
the subject of Chinese metaphysics he 
had his handy man prepare it in an 
entirely original manner. That oblig- 
ing writer read all the encyclopaedia 
had to say under China, then he ab- 
sorbed all there was under the subject 
of metaphysics, and by combining 
what he drew from the two sources 
he produced the desired matter on 
Chinese metaphysics. 

It would appear that this classic 
method is much used by current 
writers and speakers upon life insur- 
ance topics, if we may judge from the 
quality of the resulting product. 

The latest effort of this kind is the 
speech of Louis D. Brandeis, printed 
in another part of the Journal. Mr. 
Brandeis is the counsel for the New 
England policyholders’ committee of 
the Equitable Society. He is an able 
lawyer, a man of original thought 
upon economic problems and of the 
highest type in personal character. 

But why should one that can make 
iron swim teach religion? In what 
manner do his legal skill and personal 
probity fit him to discuss the prob- 
lems of life insurance administration? 

The city in which Mr. Brandeis 
lives can furnish more than a score of 
citizens eminent in business, profes- 
sional and private life who by the 
standing which their personal attain- 
ments lent to the business of assess- 
ment insurance in its early days, did 


incalculable harm in aiding the spread 
of the fallacious doctrines, which their 
ignorance of the technical side of life 
insurance led them to accept. 

We could afford to pass by without 
notice the audacious attempts volun- 
teered on every side to tinker the in- 
surance business were it not that 
these efforts naturally tend to influ- 
ence and initiate drastic measures by 
the legislatures. Asa rule the mem- 
bers of a legislature need no spur 
when it comes to devising bills to 
regulate the insurance business. That 
is why we so strongly deprecate every 
act which tends to add fuel to the fire 
which the ‘‘strikers’’ never suffer to 
go out entirely. 

Having thus relieved my mind of 
these general refiections I will refer 
specifically to some of Mr. Brandeis’ 
statements. There is scarcely any- 
thing he says which is not wide of the 
mark and where he does happen to 
state a fact truly, the effect is de- 
stroyed by a wrong deduction there- 
from. This is seen at the very outset. 
He says that the assets of a life com- 
pany are mainly quick capital. Noth- 
ing as a matter of fact is farther from 
the truth. On the contrary the bulk 
of the assets must of necessity be in- 
vested in funds of a most permanent 
character, and nothing disconcerts the 
financial management of the company 
more than the necessity of reinvesting 
the assets from time to time as the 
obligations mature. 
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Because of the rapid extension of 
life insurance the income from new 
business is sufficient to meet the dis- 
bursements through ‘claims and with- 
drawals and leave a balance for per- 
manent investment. What then be- 
comes of the ogre which our critic 
evolves and thus describes: 

The greatest economic menace of today is a 
very live hand, the great insurance companies 
which are controlling so large a part of our 
quick capital? 

Again, he says that even more rep- 
rehensible than exhorbitant salaries, 
legislative corruption and nepotism is 
the practice of deliberate and persis- 
tent deception of the public. It is 
pertinent to ask if there is any other 
business which has even a small part 
of the publicity attaching to its affairs 
and accounts as now obtained in the 
insurance business? All other great 
corporations are practically above 
and beyond reach of our law and reg- 
ulation. 

For more than a generation we have 
had actual and successful control in 
the field of insurance of giant corpora- 
tions. While the economists wholly 
ignoring this have been at their wits’ 
end in trying to discover means of ad- 
equately controlling corporations in 
general, and particularly those which 
may be called natural monopolies, the 
insurance companies have been subject 
to the strictest control. This is equiv- 
alent to saying that the majority of 
educated men are densly ignorant of 
the history, principles and operation 
of life insurance, and the scope and 
nature of the states’ participation in it. 

Mr. Brandeis says thatin the long 
run the conduct of the business has 
been inefficient. Whois hurt by this 
extraordinary statement, the business 
or Mr. Brandeis? Is it such a state- 
ment as a careful student accustomed 
to attach weight to his utterances 
would make, or does it sound like the 
irresponsible talk of a demagogue, 
endeavoring to arouse the ire of his 
auditors? 

Take the record of Massachuetts, to 
which as part of the whole his re- 


proach is directed. No company char- 
tered by the state ever dishonored its 
obligations nor did any company ever 
fail while holding a Massachusetts li- 
cense. Most of the companies ante- 
date the Civil War, which means that 
they have successfully encountered 
every economic disturbance which the 
country has witnessed since that day. 
Thousands of banks have failed, law- 
yers without number have abused 
their trusts in the same period, and 
but the smallest minority of enter- 
prises established in that day escaped 
failure—and yet we are told by our 
critic that the insurance companies 
have heen on the whole inefficiently 
managed. 

But a critic, no matter how flippant 
and eager, cannot alter the facts. 
Neither will the beneficiaries, who are 
legion in number, accept such state- 
ments from one who assumes, in the 
intervals of a busy law practice, to 
acquire over night, a knowledge of a 
scientific business to which able men 
have been willing to devote a lifetime, 
and from the fancied knowledge thus 
obtained discuss before a million news- 
paper readers profound and funda- 
mental doctrines. The freshman na- 
ture of Mr. Brandeis’ acquaintance 
with the subject is well shown in the 
extract which follows: 

Lavish payments for solicitors’ and agents’ 
commissions and for advertising devices should 
be discontinued. Such practices, common among 
the promoters of mining enterprises and of 
patents, have no place in the business of life 
insurance. 

Savings banks have no solicitors. The life 
insuring habit is well established.....But can 
such missionary work be justified at an expense 
of twelve to twenty per cent. of all premiums 
paid, when the record of lapsed policies shows 
that this couversion to thrift is temporary? 

Answering the question in the last 
lines, yes. If we were to be assured 
that the expense of life insurance 
would never decrease it would still be 
an economic necessity. And the man 
who saves his family from want by 
the purchase of life insurance has co- 
operated with his co-insurers in a deed 
of highest altruism, no matter what 
the cost. I believe the cost of insur- 
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ance will be lessened ina few com- 
panies which have charged an exces- 
sive price for it, but we have had all 
the while institutions managed with 
the highest degree of fidelity and skill 
which have given this protection at 
its absolute cost. 

If Mr. Bandeis thinks the soliciting 
agent can be dispensed with let him 
remember the Equitable of London, 
which after a successful career of 142 
years issued in 1903 just 213 policies. 

Is his contention true that the 
lapses show that the greater part of 
insurance is issued through over-per- 
suasion of the agent? The record ofa 
company established in 1847 shows 
that at the present day it still has on 
its books 46 per cent. of all the busi- 
ness it ever issued, notwithstanding 
the many policies which have ma- 
tured by death and through termina- 
tion of the endowment period in that 
time. 

The suggestion is offered that the 
compulsory adoption of standard pol- 
icy forms, by lessening the work, 
would decrease the expense, and we 
are afforded a chance to smile at the 
profundity of the discovery. Mr. 
Brandeis submits ten ways of reform, 
but why stop with ten? Surely such 
a facile hand could enumerate twenty 
methods with equal ease. In the alter- 
native, we are threatened in the event 
that the business does not adopt these 
reforms, with government insurance, 
and are told that: 


Stripped of the mysteries with which it bas 
been surrounded, and the misleading devices by 
which it has been permeated, the business of life 
insurance is one of extraordinary simplicity. 
To conduct it successfully requires neither 
energy nor iniative, and if pursued by the state 
does not even call for the exercise of any high 
degree of business judgment. 


Shades of the departed assessment 
companies! If they could only have 
been championed by such a valiant 
arm. The defunct assessment man- 
agers always looked out for the ex- 
pense element, and as counsel of the 
policyholders’ protective committee, 
Mr. Brandeis, perhaps in remembrance 
of this, is said to have asked a modest 
contribution of $2 per $1,000 for the 
committee expenses. 

The rapacity of the Equitable man- 
agement, which was the originating 
cause of this outburst of protest from 
the counsel of the protective commit- 
tee, only succeeded in spending $10.14 
per $1,000 for their entire expenses. 
Which quickly prompts the unregen- 
erate writer to warn President Morton 
against the extravagance of inves- 
tigating committees. 

The whole tenor of Mr. Brandeis’ 
article is one of drastic condemnation, 
with a total failure to recognize any- 
thing of the beneficial, economic in- 
fluence which the life companies ex- 
ercise in distributing over the en- 
tire community losses which would 
fall with crushing effect on individ- 
uals. 


WELCOME TO OPEN DEBATE: COMMENT BY EDITOR. 


The editor of the Journal does not 
agree with his associate, Mr. Davis, 
in his estimate of the value of Mr. 
Brandeis’ contribution to current dis- 
eussion. What Mr. Brandeis says rep- 
resents the intelligent public opinion 
of today upon life insurance, and he 
presents it from the standpoint of one 
accustomed to study and mental analy- 
sis and toa fair presentation of his 
eonclusions as the result of such study. 

Upon his general propositions, as 


related to the larger economies of the 
business, he is in the main right. 
Most of the broader suggestions ad- 
vanced by him, if adopted, would, as 
it seems to us, benefit and improve 
life insurance. 

It is true that Mr. Brandeis, with 
comparatively little study, has under- 
taken to lead public thought as to 
the methods of life insurance. When 
he says that the ‘‘business of life in- 
surance is one of extraordinary sim- 
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plicity,’’ he is certainly mistaken. 
True it is that the principles of insur- 
ance, like the principles of law, are 
simple, but Mr. Brandeis knows that 
a clear conception of the principles of 
law does not come to a man except by 
the closest study and most complete 
understanding of detailed cases. 

Moreover, when he says that to con- 
duct insurance successfully requires 
‘‘neither energy nor initiative’’ he 
must surely be wrong, for life insur- 
ance is distinctly a businesss of energy 
and initiative, and if it were not re- 
quired some one would have long 
since discovered the ease with which 
it could be transacted and would have 
brought the simple plan to the people 
with pronounced success. 

Again we think he is wrong when 
he says that the doing of life insur- 
ance does not require ‘‘any high de- 
gree of business judgment.’’ The 
whole trend of thought today and the 
whole development of investigation 
shows that the transaction of life in- 
surance requires the highest degree of 
businesss judgment, and where it is 
not carefully exercised those who are 
responsible are severely criticised. 

The editor of the journal is glad to 
see Mr. Brandeis and other men of repu- 
tation engaged in discussing life insur- 
ance economics, no matter how wrong 
they may be in some of their views, 
for in the long run this open debate 
will certainly tend to drive home to 
the minds of the people the very 
thoughts and ideas and practices for 
which many life insurance men have 
long stood and have long sought to im- 
press upon the public mind. The more 
life insurance is discussed before the 
public the clearer will be the under- 
standing in regard to the whole propo- 
sition. No honest life insurance offi- 
cial or agent will permanently suffer 


from this public discussion. Tem- 


porary injuries may result, probably 
will, which may possibly be as costly 
to the policyholders as any system of 
agency compensation or managerial 
expense now under criticism. 

But life insurance is a democracy, 


and like a government democracy, 
the people who participate in it must 
learn what their responsibility is, 
where their own errors and lack of 
judgment contribute to the creation 
of excessive expense, and above all, 
to realize that with their own hands, 
acting in co-operation with those who 
make life insurance a profession, they 
may bring about reforms in this great 
business which will emphasize anew 
the remarkable contribution it makes 
to social progress. 





FAILURE OF FRATERNALISM. 

The Journal of Insurance Economics has for 
some years called attention to the gradual trend 
of fraternal associations toward business organi- 
zations. With growth comes always the inevita- 
ble difficulty of urging the fraternal idea as a 
reason for collecting the increased assessments 
necessary for the payment of the full benefits 
demanded by the membership. 

We find this confirmed by an official within 
the fraternal ranks. Arthur J. Bates, secretary 
of the ‘ Royal Society of Good Fellows,” just 
debarred from Massachusetts by Commissioner 
Cutting, for insolvency, has this to say: 

‘“*The Knell of fraternal insurance, as it was 
understood by those who originated it, has been 
sounded. The fraternal spirit is passing and the 
commercial spirit is, with swift strides, taking 
its place. Fraternal societies must hereafter 
charge higher rates to live and the only difference 
between fraternal and old line insurance of the 
future will bein that item called ‘expenses.’ ” 

‘Three phrases explain, in brief, the present 
position of the society. Inadequate assessments, 
a steady diminution of membersbip, and a per- 
sistently high death rate. To these you might 
add inactivity and lack of interest on the part 
of the majority of members, and you have the 
whole thing in a nutshell. 

‘If assessments could have been raised early 
in our existence as a society, matters might have 
turned out differently. But raising assessments 
in fraternal organizations is a ticklish business, 
and one to be avoided if »ossible. We did levy 
extra charges, and of course we lost members. 
As it was, with all the odds against us, during 
the last year we restricted the growth of the 
general debt to a little more than $2,000 more 
than what it stood at the year previous. 

‘¢The original purpose of fraternal insurance 
has been lost to view, and whereas it was pri- 
marily an accommodation and protection for the 
families of members who could ii! afford to pay 
the high premiums of the old-line companies, it 
has been so tainted by the commercialism of the 
age as to have usurped the place in our fraternal 
orders of fraternity and sociability, the very 
foundation principles of the first orders.” 
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THE VOICE OF JACOB AND THE HAND OF ESAU. 


Actuary McClintock’s Remarkable Testimony at the Life Insurance Investigation. 


In his testimony before the insur- 
ance investigating committee at New 
York, Nov. 8, the following questions 
and answers passed between Attorney 
Hughes and Actuary Emory McClin- 
tock of the Mutual Life: 

Q. Istherea scientific criterion on the amount 
that should be expended for getting new busi- 
ness? A. I think there is none. The criterion 
cunsists largely of practice and obeervation of 
other questions. 

Q. Is there any way.in which the Mutual 
could increase its new business if its expenses 
were kept within the loadings on old premiums? 
A. It could be done if a new system of valua- 
tion were adopted. 

Mr. McClintock is an actuary of 
great eminence, justly bearing a repu- 
tation for great skill, but he certainly 
misrepresents couditions when he 
says that the expense of procuring 
new business can be kept within the 
loading by adopting a ‘‘new system of 
valuation.”’ 

What has valuation to do with ex- 
pense and loading? How can a change 
in valuation reduce the amount of 
money expended by the company for 
new business? 

Can it be that our old friend Miles 
M. Dawson, who is counsel for the in- 
vestigating committee, prepared these 
questions for Mr. Hughes in the ex- 
pectation that Mr. McClintock would 
answer them as he did? 

Since writing the above we find the 
following in the ‘‘Chronicle’’ of New 
York from the pen of Mr. Dawson, 
wherein he refers to the testimony of 
Actuary McClintock and also of Ac- 
tuary Weeks of the New York Life 
before the investigating committee: 

Both these actuaries have made known their 
conviction that the reserve system under which 
such things take place, is wrong and that the 
reserves, required by law should not exceed 
what can be saved out of the premiums received, 
after meeting losses and expenses, including 
cost of procurement on a moderate and eco- 
nomical basis. 


Companies which by writing their policies as 
term insurance the first year, have been acting 
upon this principle, have every reason to be en- 
couraged by this endorsement of the idea for 
which they have been contending, approved in 
these quarters and to have several of the short- 
comings of life insurance in the eyes of the pub- 
lic attributed to this fundamental error in the 
legal requirements; and they will not fail to 
realize permanent benefits from this recognition 
of sound doctrine if they will but themselves 
appreciate its limitations. 

The character of this testimony shows how 
unfounded was the recent assertion of the presi- 
dent of a life insurance company in the far 
West, that preliminary term is threatened by 
these offices and that national supervision 
would be utilized to do away with it. On the 
contrary, the rectification of the reserve system, 
it is. considered by them, no doubt, should be 
the first and foremost reform, demanded by an 
aroused and enlightened public opinion. 

We do not believe with Mr. Dawson 
that ‘‘an aroused and enlightened 
public opinion’? demands that the 
companies shall be given more lati- 
tude in their loading by not requiring 
them to put up the first year’s reserve 
on life policies. What an aroused pub- 
lic demands, if it demands anything, 
is that expenses shall be reduced and 
kept within the legitimate loading; in 
short, that the opportunities for high 
rates of expenditure shall be limited. 

If, with present loadings, the rate of 
expenditure is excessive, how can it 
possibly be reduced or bettered by 
allowing the companies to use the re- 
serves during the first year, thus 
doubling the opportunity for exces- 
sive expenditure? 

Mr. Dawson has already admitted 
that preliminary term is dangerous 
as applied to endowment and limited 
payment policies. He also admits that 
it is dangerous if itis varried beyond 
the first year. Why not come out 
squarely and say that any attempt to . 
take reserves for expense purposes is 
dangerous to the integrity and welfare 
of life insurance? 
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PRESENT STATUS OF PRELIMINARY TERM RESERVE VALUATION. 


By SAMUEL Davis, ASSOCIATE EDITOR OF THE JOURNAL OF INSURANCE ECONOMICS. 


Extracting sunshine out of cucum- 
bers isan easy task when compared 
with the efforts of the advocates of 
preliminary term insurance to per- 
suade themselves that their project is 
winning favor and gaining ground in 
jpractice. 

The Insurance Field has an article 
which undertakes to show that actual 
experience has tended to disprove the 
theoretical objection made to the use 
of first year term, and claims for ita 
position which is well entrenched in 
company practice and department 
ruling. 

We believe that this is not the case. 
The setback which the practice re- 
ceived in Massachusetts as a result of 
the case of the Commonwealth vs. 
Provident Savings, prevented its gen- 
eral spread and acceptance positively 
and permanently. Had its use been 
permitted here, the practice would 
have extended everywhere and com- 
panies whose condition in no wise 
necessitated its use would have 
adopted the preliminary term idea 
through the example set by others 
with the result of a wilder debauch of 
extravagance than we have ever wit- 
nessed. 

So far as preventing the spread of 
the idea is concerned, the single state 
of Massachusetts answers as well as 
twenty states would, because if a 
company puts by the full reserve here 
it might as well do so everywhere. 
The Provident Savings did this very 
thing. 

It seems a Curious argument to 
claim success for the device upon the 
ground that a large number of com- 
panies find a necessity for using it. 
An examination of a list of these com- 
panies, which was printed in the April 
Journal, reveals the fact that most of 
them are very new companies and 
nearly all domiciled in the middle 
West, which is rather famous for lax 
insurance laws. The only companies 


of any age at all are seen to be those 
which were formerly run upon the as- 
sessment plan. 

The Field’s article gets much satis- 
faction out of the Vermont decision. 
There were two trials of the question 
in Vermont. At the first trial, the 
court left the drafting of the opinion 
to Chief Justice Taft, who certainly 
could not claim  disinterestedness, 
having a direct concern for the Ver- 
mont Life, which found it necesary to 
use the scheme. When the matter 
came up the second time, the court 
(perhaps smarting under the strictures 
made upon the extraodinary character 
of its first decision) refused to reverse 
itslf. The court said: 

The phraseology of the statute of 1902 is that 
of the Massachusetts law, under which it is held 
by the supreme court of that state that the rul- 
ings of the commissioner made in good faith 
must be accepted as final; and it is a general 
rule that when one state adopts the statute of 
another its courts will give that statute the con- 
struction it has received in the state from which 
itis taken. But this rule cannot be considered 
applicable when the transcribed statute is sub- 
stituted for provisions already construed by the 
courts making the adoption, and the new law is 
found to be substantially the same as the old. 
The law remaining unchanged in the respects 
considered, the case must be disposed of in ac- 
cordance with our former decision. 


The court was thus obliged to go 
out of its way in order to maintain 
its original position, and it is a fair in- 
ference ‘that under the circumstances 
it has not made a precedent which 
will be followed elsewhere. 

If experience has shown anything 
about the preliminary term it is this: 
that such a device is not absolutely 
essential to the establishment of a 
new company. Witness the Reliance 
of Pittsburg, and the Columbian Na- 
tional of Boston, both quite flourish- 
ing youngsters. Says the Field : 

Probably the most earnest opponent of the 


plan has been Actuary David Wells of the Con- 
necticut Mutual. Mr. Wells has vigorously 


maintained that the essence of this contract was 
not altered by calling the first year term insur- 
ance and that therefore the full legal reserve 
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should be charged against these contracts at all 
times. It is understood, though, that Mr. Wells 
permits his company to accommodate patrons 
by making the first premium due at some de- 
sired future date within the year by issuing 
policies that carry term insurance for the inter- 
mediary few weeks or months. 

Many other companies do the same 
thing for the purpose stated, but the 
important fact is that only a term pre- 
mium is charged for the fractional in- 
surance, and the insured understands 
perfectly the process and the charge 
therefor. There is no connection be- 
tween this and the preliminary term 
idea. 

The Field admits the danger of a 
logical use of preliminary term, when 
applied to policies having but few pre- 
mium payments. It says, ‘‘making a 
ten year endowment preliminary term 
the tirst year practically gives away 
all the loading for the whole term, 
leaving it a net nine year endowment 
to carry. This is not at all a wise 
thing, unless indeed a company re- 
frain from high initial expenditures 
and husbands some of this pre- 
mium.”’ 

But if it does this, preliminary term 
is unnecessary. Turning the state- 
ment around then, preliminary term 
being found necessary, it is an unwise 
thing. Or take the following, ‘‘the 
tide at this writing seems flowing 
towards conservatism in this par- 
ticular—the preliminary term people 
incline to avoid the device on the 
short term contracts.”’ 

This is rather disappointing for a 
practice which is alleged to have es- 
tablished, through experience, its 
claim to usefulness. 

The question of preliminary term 
insurance is settled and although it 
may be used for a while by an innum- 
erable host of new companies or re- 
sorted to in desperation by misman- 
aged companies of previous good 
standing, it cannot give strength 


where weakness exists, nor become a 
substitute for skill and financial sub- 
stance. The only plea upon which the 
idea stands is that some means must 
be devised whereby the great expense 








of procuring business can be sus” 
tained. Having depleted dividend 
credits and payments, it becomes de- 
sirable to take some part of the pre- 
mium hitherto counted as reserve. 

Suppose this were to be permitted, 
would it not become equally urgent in 
time to take another portion and then 
another? Once the integrity of the re- 
serve is ivaded, where would the 
process cease? 

We are loath to believe it, but cer- 
tain remarks and answers made to the 
investigating committee in New York 
by actuaries in the employ of New 
York companies, allow the suspicion 
to arise that they would not be averse 
to seeing some modification of the val- 
uation law adopted which would per- 
mit still greater outlay for expenses. 
If this surmise is correct, the friends 
of sound underwriting should arouse 
a sentiment in protest. 

The crying need is for reduced out- 
lay in expense, not for more extrava- 
gance. It seems scarcely possible that 
those in authority can be so blind to 
the situation as to misread the signs 
of the times. Reduce expenses, bring 
them within the total loading. Grad- 
ually introduce a method of compen- 
sation to soliciting agents, which shall 
comport with the construction of the 
life premium, but leave the reserve 
alone. 

Some companies even at present un- 
der the direful effect of a stimulated 
competition, succeed in doing business 
without exhausting or exceeding the 
loading. If this is done under unfav- 
orable influences all companies may 
keep within safe limits if the pressure 
of artificial stimulation is removed. 
If the racers will slacken the pace, 
and if the conservative companies will 
stop twisting from the racers, the 
pressure will be relieved and expenses 
will be lessened. 

The remedy for the unbearable ex- 
pense under the present valuation 
laws is not to be found in breaking 
down these laws but in lightening the 
burden. This can and will be done, 
and the small companies have a duty 
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in the situation as well as the large 
ones. There must be an honest co- 
operation to remove the causes which 
make for waste. If this is done the 
present provisions for expense will 
continue ample as in times past, and 
there will be no need of altering the 
laws which maintain the integrity of 


the reserve, either by extending the 
method of preliminary term or any 
other scheme. 

The true and correct way to meet 
the situation is by reducing the ex- 
penses to fit the loading, not by in- 
creasing the amounts which may be 
used for expense. 





DEFERRED DIVIDENDS WITH PROPER ACCOUNTING ALL RIGHT. 








GEORGE E. IpE, PRESIDENT HOME LIFE INSURANCE COMPANY. 








Business which renews is essential 
to success, and insurance mangers 
have devoted much thought to the 
formation of plans to accomplish the 
conservation of their business. If lib- 
eral surrenders are given in case of 
withdrawal, there must be some off- 
setting sacrifice by the policyholder 
who retires, for it must be borne in 
mind that the selection in matter of 
withdrawals is always against the 
company, and some special induce- 
ment must be offered to the policy- 
holder to carry out in full his part of 
the contract. 

Hence the deferred dividend plan— 
by whatever name it may be called. 
This is, in brief, a plan by which the 
insured elects, at the time he takes 
out his policy—and this must be re- 
membered—to allow his dividends to 
remain with the company until the 
end of a given period, and to forfeit 
them in the event of withdrawal or 
death during that period. He volun- 
tarily chooses this plan; it is not com- 
pulsory for him to take it; there is no 
injustice in it; and he receives addi- 
tional value in consequence of making 
the choice. From the standpoint of 
the company the plan is advantageous, 
as the forfeiture of dividends acts as 
a check upon withdrawals and pro- 
motes the continuity of its business. 

In the development of the system 
and in the method of distribution, 
however, I believe much may be fairly 
said against the plan as ordinarily 
practiced. If the applicant agrees 


when he takes out his insurance to 
postpone until the end of the period 
(say ten, fifteen or tweny years) any 
apportioning of his share of the 
profits, he submits himself to condi- 
tions which may prevail at that future 
date and to methods of distribution 
which are not pledged in advance, and 
he has no guarantee as to what treat- 
ment he will receive. New conditions 
may arise, new methods may prevail 
which no man can predict. Further, 
no matter when paid or alloted upon 
any policy, the dividends are the re- 
sult of each year’s business; and if no 
accounting is made a constantly grow- 
ing fund isin the hands of the com- 
pany, which need not under the terms 
of the policy contract be divided until 
the dividend period has expired. 

This fund is called ‘‘surplus,’’ and 
is properly surplus under this plan, 
for no policyholder has any legal claim 
to participation in or knowledge re- 
garding it until he reaches the end of 
his particular dividend period. This 
plan is open to serious criticism; it 
leaves too large an unassigned fund in 
the hands of managers and offers tre- 
mendous temptation to extravagant 
and lax business method—in fact, it 
is my personal belief that many, I am 
almost tempted to say most, of the 
abuses in our business have arisen 
from these large surplus funds which 
are the natural and necessary conse- 
quence of deferred dividends without 
any accounting during the dividend 


period. 
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EQUITABLE LIFE WILL NOT 


Many beneficent results will accrue 
to the life insurance business from 
the events of the present year, after 
the clamor has subsided and the 
routine once more assumes its unsen- 
sational course. The involuntary 
house cleaning will afford opportuni- 
ties for correcting lax practices and 
inaugurating new methods to super- 
sede what has been found faulty. 

Foremost among the conditions to 
be bettered, the rebate evil presents 
itself and its twin brother, twisting. 
It has been said times without num- 
ber that twisting is the inevitable ac- 
companiment of rebating, the natural 
response to it. If so, it should cease 
in direct ratio with the abandon- 
ment of rebates. While probably no 
company has been entirely guiltless 
of rebating, yet the largest number of 
rebates has been given by agents of 
the large companies. 

It is, therefore, particularly gratify- 
ing to witness the positive and deter- 
mined way in which Mr. Tarbell un- 
dertakes to purge the Equitable of the 
practice. It has been commonly sup- 
posed, in times past, that his stric- 
tures on rebating made in the course 
of various public speeches have been 
more or less in a Pickwickian sense. 
But the language of his recent bulle- 
tins to Equitable agents is calculated 
to correct any wrong impressions 
which may exist as to the position of 
the Equitable’s management on this 
question. 

We have always believed that.the 
companies could stamp out the prac- 
tice whenever they permitted it to be 
known that such was the real -inten- 
tion. As long as one class of utter- 
ances are furnished for public con- 
sumption, while the agents are per- 
mitted to guess that they may act on 
an assumption quite opposed to the 
public utterance, it is of course farcical 
to expect any genuine reform. After 
referring to the Equitable’s official 


RETAIN REBATING AGENTS. 


rule on rebating, Mr. Tarbell reminds 
the company’s agents: 

You are well aware that I have in letters, cir- 
culars, addresses at our conventions, and at all 
times and places, most strenuously urged our 
agents to live up to the letter and spirit of this 
rule; and I am glad to say that hundreds of our 
agents have assured me that they have never 
given a rebate of any kind since the rule was 
established and that their business was never 
before so profitable or so satisfactory. 

We shall use every means at our command to 
see that the rule is absolutely and rigidly en- 
forced, to the end that Equitable policies shall 
be sold for one price throughout the world, and 
that price the full premium called for by the 
policy. We wish it to be plainly understood 
that no conniving or winking at rebating, direct- 
ly or indirectly, will be permitted, and no agent 
will be so important as to be retained in the 
society’s service who violates this rule. 

Vigorous words, the concluding sen- 
tence, and well adapted to secure the 
end desired. Noagent should feel un- 
certain after reading them. The 
thought is still in Mr. Tarbell’s mind 
when addressing his agents a few 
weeks later, and he means to leave no 
doubt whatever as to the society’s 
position. He wants business, of course, 
but notice the qualification: 

We are now entering upon the best period of 
the year for life assurance—the last two months. 
We do not ask you to make a marvelous record 
in those two months. We ask you only to do 
the best you can every day, to pursue your 
work with courage and determination, to make 
the most of the returning tide of cortidence in 
the Equitable, and to get every dollar of good 
business that you can, every day, but not a dol- 
lar that is not full price. 

Cling fast to your principles in this respect and 
be vigilant in detecting and reporting to us any 
violation of the society’s rules in regard to the 
acceptance of business from brokers, or rebated 
business. The only way to do a thing is the 
right way, and the right way is always radical. 
Not one cent of rebate must be allowed on any 
policy sold by an Aquitable agent. One hundred 
cents on the dollar is our price, and we expect 
everybody to observe this rule, for two reasons: 
first, because it is right, and second, because we 
want you to remain with us, and the only way 
you can do that is by selling Equitable policies 
for one hundred cents on the dollar. 

We believe that Mr. Tarbell can se- 
cure obedience to his instructions. 
We believe that other companies can 
take similar action with successful 
results, and we urge the present asa 
favorable time todo this. Let the ex- 
ecutives of other companies inform 
the solicitors with the clearness and 
firmness used by Mr. Tarbell, of their 
intention to stop rebating and it will 
be stopped. Then they can come into 
the court of public opinion with clean 
hands to secure the abolition of twist- 


ing. 
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PROVIDING TOTAL DISABILITY IN LIFE CONTRACTS WITHOUT COST. 


WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS By JosEPH J. DEVNEY. 


For a great number of years, the 
policy of life insurance companies has 
been to give their patrons the best 
service possible and to extend all priv- 
ileges and guarantees consistent with 
safe underwriting. In follawing out 
this policy it seems that a more gen- 
eral adoption of the agreement to in- 
demnify policyholders in case they be- 
came totally disabled would be a wise 
move. 

A few companies have incorporated 
this provision into their new contracts 
without extra charge. One makes it 
a feature of all of its deferred divi- 
dend policies, the agreement being 
that if after three full premiums have 
been paid the insured becomes totally 
incapacitated, he receives one-tenth of 
the face value of his policy annually 
for ten years. No payment, however, 
exceeding $10,000 in the ten years 
will be made. The premiums cease ex- 
cept on the insurance carried by the 
insured in excess of the $10,000. A 
couple of other companies agree to is- 
sue a paid-up policy to the insured in 
case he becomes totally incapacitated, 
through either sickness or accident, 
after having paid one full year’s pre- 
mium. 

Several companies issue combina- 
tion life, health and accident policies, 
but extra premiums are of course 
charged for them. In some cases the 
company has the right to withdraw 
the combination and thus the peculiar 
benefit sought for is absent. 

The proposition apparently is feas- 
ible from the companies’ standpoint. 
As the actuary of one company incor- 
porating the agreement points out, it 
is not necessary to charge an extra 
premium for it for two good reasons; 
first, only a small precentage of people 
who insure become totally incapaci- 
tated for work, and second, those that 
do, as arule, live but a short time 


thereafter. Besides, companies may 
require those receiving benefits to 
give evidence from time to time that 
they are still incapacitated for work, 
and thus the chance of fraud is re- 
duced to a minimum. 

The use of this agreement has been 
objected to by afew on the ground 
that it is not life insurance. But this 
does not appear to bea valid objec- 
tion, because the intention is to per- 
form inamore perfect way the ser- 
vice which life insurance tries to do, 
namely, reimburse dependents for the 
loss of the earning power of the pro- 
vider. Whenaman becomes totally 
disabled his ability to earn is lost as 
much as if he were dead. The fact 
that he still lives and must be cared 
for makes a greater burden to hear 
than if he had died, hence, the added 
need for relief in such a case. Of 
course the non-forfeiture features of 
policies, such as cash values, loans 
and extended insurance, aid a great 
many, yet they do not quite cover the 
point so satisfactorily as the total dis- 
ability clause. 

Such a provision would be a help in 
securing business. There are many 
ultra-conservative people who would 
object to taking life insurance because 
they feel that there might come a 
time when they would be unable to 
pay the premiums on account of total 
disability. This objection is sincerely 
made in some cases, in others it is 
merely a subterfuge. But the impor- 
tant fact is that it is made, and when 
made, must be met and overcome be- 
fore a policy can be sold. If this gun 
of the objector is spiked he will have 
to defend with something else or sur- 
render. 

Since there is little doubt that this 
move would be greatly appreciated by 
the public and thus make business 
easier to write it would naturally also 
reduce the cost of securing it. This 
in time would offset the possible extra 
cost of the provision. Regarded from 


these standpoints it appears to be a 
desirable avenue in which the benefits 
of the system may be extended. 
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FIRST SIGNS AND PROMISE OF REFORM AND RECONSTRUCTION. 


President McCurdy contributes a 
valuable suggestion to the work of 
reforming insurance administration 
when he says that the future care of 
the legislatures be left to organiza- 
tions of the policyholders. They are 
the ones whose interests are vitally 
concerned and who should be alert to 
the necessity of protecting them- 
selves. Policyholders’ organizations 
might be formed with certain charac- 
teristics of permanency; to remain 
quiescent ordinarily but with machin- 
ery which wou'd quickly call the 
members to action when necessary. 

If such organizations should be 
found desirable, one of the first mat- 
ters to call for attention and correc- 
tion would be excessive taxation as 
very generally practiced. Insurance 
companies are considered as natural 
revenue producers when the subject 
of taxation arises and no discrimina- 
tion is made between stock companies 
organized for profit and mutual or- 
ganizations whose sole reason for be- 
ing is mutual protection. All alike are 
considered as corporationsand mulcted 
as such in consonance with the pre- 
vailing sentiment of punishing corpor- 
ations in retaliation of the latter’s 
arbitrary procedures on its own part. 

If the business of preventing hos- 
tile legislation against life compa- 
nies is to be taken from the loby- 
ists and turned over toa protective 
association of policyholders, this or- 
ganization can begin at once and gain 
valuable experience in the work by se- 
curing the removal of the oppressive 
burden of taxation now resting upon 
the business. This entire movement 
of exhibiting and discussing the oper- 
ation of life insurance cannot fail to 
have the most beneficial effect upon 
the institution. Purged of its dis- 
temper, the business will emerge from 
its trials better than ever, more firmly 
established in the confidence of the 
people and with greater efticiency for 
its work. 


Not the least of the benefits guined 
will bea feeling of solidarity in the 
business which would have been 
thought impossible a short time ago. 
In all other lines destructive and ex- 
pensive competition has given place 
to organized co-operation. We have 
been told that such co-operation was 
impossible in life insurance because of 
the personal ambitions involved. 
These personal achievements are be- 
ing sorely chastened now, and many 
things have become possible which 
not long since were denominated ab- 
surd. 

If individual companies were pre- 
vented from writing large lines for 
spectacular purposes, insurers desir- 
ing such would be obliged to distrib- 
ute them among companies widely 
separated geographically. Companies 
would exchange business more fre- 
quently. In the place of strife and 
emulation would be engendered mu- 
tual regard and helpfulness, which 
could not fail to be felt in bettering 
the conditions for the assured. © 

The exigencies of extreme competi- 
tion are responsible for most of the 
disorder which exists today. The 
remedy for this evil is the substitu- 
tion of co-operation for competition, 
whereby all may build up and none 
teardown. Actuaries have long been 
subject to this pressure, which has 
demanded fanciful policy forms and 
even more and more for expenses. 

The companies have found it abso- 
lutely essential to exchange informa- 
tion concerning the character of bad 
risks offered them. The logic of the 
present situation which makes im- 
provements imperative points to a 
united effort of the companies to suc- 
cessfully attain thisend. What has 
brought the business to its present 
state of trial is known and measured. 
The means whereby improper methods 
may be discarded are not known, and 
are earnestly desired by the conscien- 
tious executives of many companies. 
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All that has prevented their adop- 
tion in the past has been the want of 
solidarity, the fear of reprisals. These 
must yield to the stern demands of 
the hour. Voluntary assent to con- 
cert of action by those within will be 
far more harmonious than the same 
result achieved by compulsory pres- 
sure from without. The smaller com- 
panies havea duty in the premises 
which cunnot be overlooked. They 
should not offer the slighest aid 
towards increasing the discomfiture 
of those on trial but should display 
magnanimity and genuine helpfulness 
in lending a hand to the reconstruc- 
tion on a moral basis of the features 
of the business which are to be dis- 
placed. 

Co-operation in the place of compe- 
tition, and friendly emulation in qual- 
ity are to succeed the era of racing for 
volume with its attendant spur of per- 
sonal ambition. 





BOSTON HERALD ON TRIAL. 


During the insurance investigation in New 
York it transpired that special news despatches 
were being sent out by a subsidized news bureau 
in that city, containing matter relating to the in- 
vestigation, presenting the life insurance com- 
panies’ side of the case. These despatches were 
published in leading papers throughout the 
country as ** reading matter,” and, aceording to 
the testimony were paid for by the companies at 
an average rate of $1.00 per line. Among the 
papers which accepted this paid matter and pub- 
lished it as regular news despatches was the 
Boston Herald. 

The Boston Herald had much to say in criti- 
cism of life insurance but neither in its news or 
editorial columns has there been any reference 
to the testimony above referred to. The Herald 
has claimed and steadily sought to secure a rep- 
utation for eminent respectability, but of recent 
years there has been agrowingconviction among 
its readers that this claim was not based on real 
merit. This opinion is confirmed by the facts 
developed in the iusurance investigation. 

Is it possible that the life insurance companies 
of New York cannot secure the insertion of 
matter favorable to their interests in the Boston 
Herald without paying for it at so much per line? 
Is it possible that the Herald is willing to accept 
pay for publishing matter as a regular news 


despatch edited to suit the interests of those whe 
pay for its insertion? 

The Herald cannot remain silent in the face 
of these disclosures without incurring more criti- 
cism than if it attempted an explanation of its 
extraordinary course. 


PAID THE CLAIM TOO QUICK. 


A dispatch from Sioux City, Iowa, gives the 
details of a curious case of a policyholders’ re- 
covery after payment in compromise of his 
death claim. 

The claimant was very ill with malaria fever 
with marked traces of consumption. After 
three months the man became so much worse 
that the intending physician assured the family 
that death would ensue in a week’s time. 

The invalid had a $2,000 policy in a western 
company, which learning of the desperate con- 
dition of its policyholder offered to anticipate 
his death and discount the policy for $1.500. 
The offer was accepted by the family and here 
begins the strange aspect of the case. 

From the day the trained nurse and delicacies 
were obtained the invalid began to mend. Ina 
short time he recovered enough to be out on the 
street, and is now according to report well and 
sound. The news dispatch concludes with the 
statement than an agreement will be arranged 
among the Iowa companies not to follow in 
future the course pursued in this instance. 

But why not? It was undoubtedly the fact 
that without the care and comforts which the 
insured was enabled to have he would have died 
according to prediction of his physician and the 
company would have paid $500 more. As it 
was the company saved to itself $500, and to the 
community a useful citizen. 

We do not say that it would be safe to do this 
in other instances. But an interesting subject is 
opened to consideration wherein it might be 
shown that the death rate could be decreased to 
a profitable extent by the care tendered to the 
insured in need of enlightened treatment for 
malignant diseases. 

There is also suggested the desirability of add- 
ing to life policies a provision for total disability. 
We trust that the Iowa officials who having 
chosen to compromise this claim, are not disap- 
pointed at the good they unconsciously did in 
providing means that restored the insured to 
life and usefulness. 





he LIFE, ENDOWMENT 
and ANNUITY POLICY 


ISSUED ONLY by THe 
PHCENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 
Is the Best for the Insurer to Buy or Agents to Sell. 


Covers every contingency of life. Particulars on appli 
cation at Home Office. 


AGENTS IN ALL CITIES. 


TATE Mautuat Life 


...Assurance Company 


Worcester, Mass. 


INCORPORATED 1844. 


Financial Statement, Jan. 1, 1905. 


$25,457,929.45 


meets. « + 
Liabilities .. 22,905,552.00 


SURPLUS. $2,552,377.45 
A. G. BULLOCK, President. 


H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 


























Insurance Journals worth 
Patronizing 


Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies I5c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies I5c. 





Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; I5c per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc. 





The Life Insurance Educator, Louis- 
ville, Ky. A monthly publication designed 
to educate and assist life insurance solici- 
tors in their work. Occupies a distinctive 
field which it covers in a unique way. 
Joseph J. Devney, Editor. 

Price $2.00 per year; single copies 2o0c. 


Western Underwriter, 145 La Salle St., 
Chicago, I11., and Cincinnati, Ohio. A first- 
class weekly paper covering the Central 
Western insurance news better than any 
other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.50 per year; single copies 15c. ; 
sprcial life number, $1.25 per year, 20c. per 
copy. 








JOHN C. PAIGE & CO. 
INSURANCE 


20 KiLBy STREET 
BOSTON. 








FORTY-FIFTH YEAR. 


HOME LIFE 


INSURANCE COMPANY OF NEW YORK. 
GEORGE E. IDE, President. 


Admitted Assets, - - - $16,606,229.07 
Dividend-Endowment Fund, 1,290,036.00 
( 


Ads rod 4-1yldelds) 
Contingent Fund, $228,211.31 
Net Surplus, _1,134,104.25 


Insurance in Force, - - - 


1,362,315.56 
74,892,289.00 














THE 
FIRST MUTUAL 





Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 


Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 


the very best possible security, with 
a safe, equitable contract. 


FINANCIAL STATEMENT. 


ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 


$3,686,176.25 





SURPLUS, 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President. 
D. F. APPEL, Secretary. 


WM. B. TURNER, Ass Sec’y. 





























EVERY MAN INTERESTED 


In selecting a profession 
that offers the greatest 
prospect of success 

should read the book- 
“S let “‘Careers for the 


fi nie” SS Coming Men,’ by 
PRUDENTIAL ~~ Hon. JohnF. Dryden. It 
yeas Mme. FETs is a practical discussion 


My , of the opportunities of- 
) eg fered in the field of Life 

@ Insurance. A copy will 
be sent, free, upon re- 
quest. 


The Prudential 


INSURANCE COMPANY OF AMERICA. 
Incorporated as a Stock Company by the State of New Jersey. 


Home Office: JOHN F. DRYDEN, 
Newark, N. J. President. 


Prudential Agents are Money Makers. Open 
Territory for Energetic Men. 


The Grand Prize Was Awarded The Prudential 
at the St. Louis Exposition. 


$94,000,000 


Paid in Fire Losses 
in the United States alone during 


56 YEARS 
BY THE 


LIVERPOOL 
““° LONDON 
“” GLOBE 


Insurance Company. 


ASSETS U. S. BRANCH, 
$12,056,918. 
NET SURPLUS, 
$5,160,000. 


CONFLAGRATION PROOF. 
NEW YORK OFFICE, 45 WILLIAM ST. 


National Life 


Insurance Company 
OF VERMONT. 
Established in 1850. Operating in 42 States. 


JOSEPH A. DE BOER. President. H. M. CUTLER, Treasurer. 
JAMES T. PHELPS, Vice-Pres. A. B. BISBEE, Med. Director. 
JAMES B. ESTER, 2d Vice-Pres. C. E. MOULTON, Actuary. 
OSMAN D. CLARK, Secretary. F. A. HOWLAND, Counsel, 








7 STRENGTH OF, | 
{ GIBRALTAR *| | 


by 





























This Company held January 1, 1905, and gained 
during the past decade: 


ASSETS, . . $31!,398,453.67 Gain, 184s 
SURPLUS, . . 3,458,075.90 Cain, 142% 
INSURANCE, 134,761,554.00 Gain, 107% 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity Insur- 
ance, 


JAMES T. PHELPS & CO., State Agents, 
159 Devonshire Street, . . BOSTON, MASS. 











The Mutual Benefit 


LIFE INSURANCE CO. 
NEWARK, N. J. 


FREDERICK FRELINGHUYSEN, President. 





ASSETS (Market Values), Jan. 1, 1905, $93,237,790.27 


EEAREURTEEB..00csstncnesscccccenress 85,918,227.30 
Se itislisceniienscnbickenainincee 7,819,562.97 
MUTUAL BENEFIT POLICIES 
CONTAIN 


Special and Peculiar Advantages 
Which are not combined in the 


POLICIES OF ANY OTHER COMPANY. 








STATEMENT, JANUARY I, 1905. 


Cash Capital $1,000,000.0C 
Premium Reserve . + - . 2,524,219,17 
Reserve for Losses under Adjustment 182,967.55 
Reserve for All Other Claims ‘ ww 6,287.51 
Net Surplus » «© « « 2,639,225 50 

Total Assets $6,352,699,73 





Commercial Union Assurance Company, 
(Limited) 
OF LONDON. 
PINE AND WILLIAM STREET - NEW YORK CITY. 








Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 





Jams W. Hutt, President. 
JaMeEs M. BARKER, Vice-President. 
J. M. Leg, Actuary. 


TuHeEo. L. ALLEN, Secretary. 
Rop’t H. Davenport, Ass’t Sec’y. 





This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 





For circulars and rates address, 


EASTERN MASSACHUSETTS AGENCY, 


40 Water Street, Boston, Mass. 
DYER & FOSS, Managers. 
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